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the most ideal democratic system But we cannot 
you If we copy your tripartite balance of power of the 
three branches 


“China has a large population : 
opinion. If China holds a election for a 


New York's ZHONG BAO hit the nail in the 
its said. “Fortunately. the Chinese leadersh 
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continue to treal Modernization as its priority " Foreign 
media at that “China's stability is vilal io Asia and 
the _ We should have a long-term view toward 
China's situation.” 


Who Caste poees dae chao anges ches Ching’s as lenges 
certainly wi ry — “Te which 
are the ways to strengthen the country. York's 
ZHONG BAO commented that “maintain: = policy 
of reform and opening up not only sets the people's 
minds at case but also plays a role in stabilizing the 
CPC's existing power structure ~ Another commentary 
in that newspaper said, “This great nation will not stop 
moving forward because of a temporary criss We 
believe that afer the historic convention of the 4th 
Plenary Session of the | Mh CPC Central Commitee, 


Foreign media pointed out sharply that “Jiang Zemin 


general secretary of the world’s largest 


the many conflicts and difficulties before him are still 
question marks in the minds of the people ~ 
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the party at all levels must take the lead to accomplish a 
few things that inspire the party and the people.” 


According to a report by Spain's AGENCIA EFE, “In the 
last few days, China's media have begun pasos 


incidents corruption, espe. ally ion among 
CPC members.” China “has reported on efforts to fight 
COFFUPLION I BIA provinces.” Santen Province's 


procuratorate disclosed that “in the first § months of this 
year, 238 ‘major’ corruption, . fraud, and bribery 
cases have been uncovered. culprits are ‘mostly 
ranking CPC members.” 


But this is only the beginning. Foreign media “hope that 
Jiang Zemin turns out to be the valiant hero who cracks 
down on ‘official profiteering’ and siems corruption.“ 
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Furthermore, reports from foreign press agencie. .. 
holed thal the new leading group i facing 4 ” 
economic situation.” A foreign newspaper said, “Br 

end of 1988, it is estimated that China's yh 
reached $42 4 billion, and by the early 1990's, China will 
have to spend $9 to $10 billion on principal and interest 
each year, This is equivalent to more than one-half of 
China's foreign exchange reserve “ China must do its 
utmost to eal with the situation. 


ly hb, -y that it 18 100 soon 
ty now 6 to “do somethi 
solid.” ory as a commentary in “Japan's YOMIUR 
SHIMBUN said, China's new leading organ is a “giant 
ship that sets sail in the stormy sea.” 


om hee ee reason, 
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NATIONAL AFFAIRS, POLICY 


Problems in Shareholding Enterprises 
HKOSIOL1II8Y meting JINGH GUANLI [ECONOMIC 
MANAGEMENT] in Chinese No &, 1989 pp 13-15 


Article by Li Shihui 2621 1102 6540: “Ways To Deal 
ith Problems in Rural Shareholding Cooperative 


Enterprises’ 


[Text] Over recent years, with the deepening of the 
reform and the development of the commodity 
economy, a large number of township and town share- 
holding cooperative enterprises has been established in 
the rural areas of Wenzhou. These enterprises not onl 

have special condensation capability [ningju li 041 

5112 0500) and strong vitality, but also have the func- 
tion of enabling synchronous development of both the 
commodity economy and the cooperative economy. 
They have currently become the mainbody of Wen- 
zhou's rural economy. 


The large number of rural shareholding cooperative 
enterprises in Wenzhou did not emerge under a situation 
where the conditions and environment required by a 
shareholding economy are ready and mature, and there 
is NO existing standard for them to follow. It is inevitable 
that they will carry spontaneity. Therefore, how to 
standardize 


udy and solve. Recently. we have preliminarily 
investigated and the rural shareholding coop- 
erative enterprises in Ruian City, and tried to find out a 
solution to the issues mentioned above. 


The Situation of Rapid Development 
Ruian is a cit at the county level of Wenzhou. It has a 


oped. According to the preliminarily statistics of the 
departments concerned, at present, there are 3.700 town- 
ship and township enterprises (not including family 
industry). which are quite well-established, in the whole 
city, and evi ety & by these 
enterprises. In 1988, the output value of these enter- 
prises was 430 million. they have achieved a profit of 

24.17 million yuan, have turned over to the state an 

amount o/ 26.05 million yuan of tax, and had a amount 
Ce a on ae ap 


sro of 22.96 milion yuan, and an amount 
of 23.57 million of tax, and had an amount of 70.59 
million yuan of fixed asset investment. These amounted 
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to 91.55 percent, 92.5 percent, 90.5 percent and 90 
percent of that achieved by the total number of township 
and town en there. Even when the total output 
value achieved by the family industrial enterprises in the 
whole city is taken into account, the total output value 
achieved by the shareholding cooperative enterprises 
there have contributed to 66 percent of that achieved by 
all the township and town enterprises in the whole city, 
their profit amounted to 60 percent of the total, the 
amount of tax achieved by them amounted to 80 percent 
of the total, and their invesiment amounted to 74 
percent of the total. 


Since the first half of this year, township and towns 
enterprises have been affecting by the 
material price increase, shortage of funds, shortage of 


terprises 
sieved in the same 
last year and the trend of their development is 
still a very vigorous one. 


The investigation has illustrated that the development of 
the rural shareholding cooperative enterprises in Wen- 
2 Cas 0 eS Se 

subjective will of any individuals, and 
a rr. of manmadc 
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to success. The viewpoint consideri that 
areas in Wenzhou have been dominated by by 
individual economy 1s a prejudice or is a misun 


derstanding of the situation. 
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the development is not stable. to the investi- 

on . Dongtian, and other townships, 
there were 113 shareholding ve enterprises in 
che township and the lan township in 
1986; in 1987 there were 203 cooperative 
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and the development of te share market las noi been 
able to caich up with the development of the real 
situation A newly established shareholding cooperative 
ow any se will involve great risk, and it is difficult for the 
fou of such an enterprise to raise funds by issuing 
shares. However, when the development of a share- 
holding cooperative enterprise is good, and when i can 
make profil, people will become very eager to purchase 
more shares of this en se. However, once the enter: 
prise has encountered difficulties, people will try to sell 
as quickly as possible their shares. Many shareholding 
enterprises have dissolved because of disputes arisen 
from these phenomena. Three measures have been taken 
to deal with this situation. First ts Se oe inter- 
ference. Local governments have promulgated regula 
tions to unify and standardize the time limit for buying 
and selling the shares of an enterprise. The seco 
measure is that the general meeting of the shareholders 
of enterprises has decided that under no circumstance 
can enterprises issue more shares and buy back shares 
from shareholders in accordance with the profit and loss 
situation of the enterprises. The third measure is to link 
small shareholders to large shareholders. Under this 
measure, large shareholders cannot be while 
small shareholders can be changed: an en has to 
classify who are large shareholders and who are small 
shareholders, and large shareholders have to take care of 
the changes in smail shareholders. 


Practice proved that this method of self-government by 
the masses has played a positive role in enhancing the 
stability of shareholding enterprises and in eliminating 
the speculative attitude of some shareholders. However, 
the way of how to manifest the principle whereby people 
can buy shares on their own initiatives and can have the 
freedom to sell their shares has to be further studied. 


Second, In the aspect of the in tion of rural share- 

holding cooperative enterprises. t are large number 

of enterprises which are loosely organized and are small 

in Operation scale, and the number of enterprises which 

de in operation scale and are tightly organized is 
I 


At present, the form of organization of these enterprises 
can be divided into three types. The first type is whole- 
member shareholding enterprises. That means every 
member of an enterprise will subscribe the shares of the 
enterprise, while the number of shares held by each 
member is different. and every member will have both 
the status of being a siaff member and the status of being 
a shareholder, whi'e not every one is director of the 
enterprise. The second type is partial-sharcholding enter- 
prise. That means an enterprise will be found by several 
shareholders, and it will employ staff and workers. The 
property and the accumulation of the enterprise are 
owned by the shareholders, and its staff and workers will 
ee et eee oe 
them. and at the end of a year some staff and workers 


will get labor dividends or bonus. The third type is 
multi-sourced shareholdi 
shareholding enterprise. 


enterprise, or called mixed 
i means an enterprise is 
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nivesiod by the wivestnent of uidividual, culleciive, and 
whole-people units, and the investment of different 
areas, systems, and levels 


In practice, local governments have not spoiled things by 
over enthusiasm and have not set up the sha ing 
tive enterprises in a man-made manner, but have 

tively guided them and let them develop in a natural 
way, On one hand, enterprises have been guided to 
achieve an operation scale, a high quality standard, and 
a high level in accordance with the requirements of the 
development of productive forces, the principle of vol- 
untary and mutual benefit, and their conscious request 
for a new optimal combination of the uctive forces. 
On another hand, with the deepening of the urban 
economic structural reform, local governments have 
actively carried out work to develop lateral integration, 
and have tried their best to encourage whole-people and 
collective enterprises to buy shares. At the same time, 
they have handled well the work on setting up typical 
models and establishing examples, have summarized 
and guided enterprises 


prise is rather confusing. This problem is mainly 
reflected in three aspects. 


|. The difference between the highest and the lowest rate 
of share interest is too 1. Consequently, due to the 
fact that the amount of investment of di t share- 
holders is different. the amount of the benefits they will 
is not equal. Among the 53 shareholding cooperative 
terprises in four townships and towns such as Tangxis 
Longshan, |! of them, amounting to 20 percent of 
1) do not give interest to the cash payment for 
of them, amounting to 25 percent of the total, 
interest in accordance with the interest rate 
tout end cooperatives (18 percent), and 29 
amounting to 55 percent, calculate interest in 
accordance with the interest rate of loans lent among 
people (25 to 35 percent). Within an enterprise, the 


33 


The 


uit 


on the method of paying interest. some enter- 
prises will pay monthly interest, some will pay biannual 
interest, and some will pay annual interest. These differ- 
ences have directly affected the benefits of shareholders. 


«. There are various dividend proportions and various 
methods for distributing dividends, and these have 
involved many problems. There is a discounted dividend 
method. Take the Linxiang Electric Machinery Factory 
as an example. It distributed 25 percent of its after-tax 
profit as dividends, and retained the balance 75 percent 
of the after-tax profit as accumulation, and used the 
accumulation to expand re-production. This 75 percent 
of the after-tax profit is registered under the name of its 
shareholders and interest will be calculated, and this 
money cannot be withdrawn and cannot be used in 
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distributing dividends. Another method is that all the 
after-tax profit of an enterprise will be distributed to all 
of its shareholders. However, there will only be book- 
transfer of this after-tax profit and actually no money 
will be distributed. Some enterprises will transfer their 
after-tax profit to the account of their shareholders, and 
will give their shareholders loan interest. However, they 
will not take this afler-taxed profit, which has been 
transferred to the shareholders’ account, as the increased 
amount of shares of the shareholders, and will not 
distribute such profit as dividends. However some 
enterprises will distribute their after-tax profit to their 
shareholders, and take this as the increased amount of 
shares of their shareholders, and the increased amount of 
shares is entitled to receive inierest and dividends. 
Another method is that all the after-tax profit of an 
enterprise will first be distributed to all of its share- 
holders, and the shareholders then have to reinvest such 
profit into the enterprise. That means, the after-tax 
profit achieved by an enterprise in a year will first be 
distributed to all of its shareholders in the end of the 
year, and the investment funds for the following year will 
be raised among shareholders in accordance with the 
requirement of production. Another method is that the 
after-tax profit of an enterprise will not be distributed to 
its shareholders as dividends, but will be distributed to 
its shareholders as repayment for their shares. The 
enterprise will therefore gradually become a collective 
enterprise. However, there is no definite stipulation to 
determine to whom the property right should belong. 


3. The investments of the shareholders of an enterprise 
will be different in nature as some investments involve 
labor work while some do not. Therefore, the wage level 
will also affect the amount of dividends, and conse- 
quently contradictions will often emerge. Local govern- 
ments have implemented three measures to deal with 
this problem. The first measure is to positively guide the 
practice of separating ownership form the power of 
operation, and to implement the contracted responsi- 
bility system of fixed pledge quota. Take the Xinfeng 
Shoes Factory at Dongtian township as an example. 
Twenty shares (40 people) have invested 140,000 yuan 
in the factory, and one of the shareholders has made 
contract with the factory. It was stipulated in the con- 
tract that the factory has to achieve an amount of 
105,000 yuan of after-tax net profit. This shareholder 
has organized a team of 13 people (including share- 
holders of the factory and non-shareholders), an’ each 
member of the team has contributed 4,000 yuan as 
pledge funds—A total of 52,000 yuan was raised as 
pledge funds. It was also stipulated that monthly interest 
and dividends should be paid to the shareholders of the 
factory according to the rate of 400 yuan per share (7,000 
yuan). He can retain all the monthly profit achieved after 
he has distributed 400 yuan per share to all the 20 yuan 
shares. If the profit achieved in a month is not sufficient 
to pay for the monthly interest and dividends, he has to 
take out money from the pledge to pay for the interest 
and dividends. The second measure is to allocate fixed 
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amount of dividends to investment input by share- 
holders who are not members of the factory, and these 
shareholders do not have to bear risk, while dividends 
will be distributed in a standardized way to shareholders 
who are members of the factory, and have to bear 
risk. The third measure is to give fixed amount of wages, 
and subsidies to staff add workers of an enterprise, and 
all members of the se have to bear risk. For 
instance, the Xiangdi Rubber Shoes Factory has stipu- 
lated that every share of investment will be treated 
equally. For each shareholder, whether he has contrib- 
uted his labor to the factory or has taken part in the 
management of the factory or not, he is entitled to get 
100 yuan of “risk wage” per each share he holds in a 
month. For shareholders who have worked in the factory 
will, as the same as other staff end workers, get their 
wages in accordance with the number of pieces of work 
they have done. For all management personnel, job 
subsidies (30 to 50 yuan per month) will be granted to 
them, and dividends will be distributed to them in a 
standardized manner at the end of every year 


4. In some cases, the owner of the property right of 
shareholding cooperative enterprises is clearly defined, 
while in some cases, it is not. When investment is in 
monetary form, the property right will belong to the one 
who has invested the money. In this case, the ownership 
of the property right is clearly defined. However, many 
di.putes will arise when the investment is transformed 
into fixed assets, in particular when factory buildings 
have been built by using the investment. The disputes 
will become more acute when an enterprise stops its 
operation, or when it is closed down or when it is sold to 
others. At this time, the government of the township 
where the enterprise 1s situated will want to get back the 
factory buildings, because the land allocated by the local 
government for building the factory buildings is under 
the collective ownership of the enterprise, and the enter- 
prise only has the right to use the land but does not have 
the ownership over the land. Therefore, the land has to 
be returned to the township government when the enter- 
prise stops using it. However, the shareholders of the 
enterprise will regard this is unpaid transfer of resources, 
and will demand selling the land. 


The methods to deal with this adopted by 
various areas are: |) On the basis of the principle that the 
property right will belong to one who has invested, the 
land where factory buildings are built can be sold. 
However, this land can only be used to build factory 
buildings, and cannot be used to build houses. 2) A price 
for the land will be determined and the local government 
of the area where the land is situated can allocate the 
land to other enterprises that need factory buildings, and 
the money collected will be given to the original enter- 
prise. 3) Industrial areas will be allocated in accordance 
with village and town planning, and village and town 
governments will allocate land and build factory build- 
ings in a unified manner, and enterprise that need 
factory buildings have to contribute money to rent the 
buildings, and the ownership of the buildings will belong 
to village and town collectives. 
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Practice proved that the second and the third method are 
practical, In particular the third method merits pro- 
molting. 


5. The employer-employee relation in shareholding 
cooperative enterprises is under a tense situation, labor 
insurance and labor welfare are insufficient, the mobility 
of personnel is high, and the degree of stability is low. It 
was found from the investigations that employers at 
present want their staff and workers to work on a 
long-term basis in their factories. However, they are 
afraid that long-term employment will bring them trou- 
bles. Staff and workers have the thinking that they will 
not work on a long-term basis, and they will join a 
factory which can give them higher wages. Therefore, 
enterprises are not concerned about the technical 
training, and intellectual investment of their staff and 
workers and seldom think about upgrading the quality of 
staff and workers, and staff and workers in general do 
not have high expectation on this aspect. 


To deal with this problem, various areas have suggested 
the government departments concerned to formulate a 
set of standardized regulations in accordance with the 
characteristics of shareholding cooperative enterprises, 
and to grant to staff and workers labor insurance and 
welfare treatment in accordance with their h of 
service to enhance enterprises’ attraction to staff and 
workers, and to enable enterprises to raise their quality 
and to develop in a stable manner. 


Various areas have also requested the departments con- 
cerned to further probe and study the legal status, the 
organization structure, the registered industrial and 
commercial nature, and the administrative regulation 
and control functions of shareholding cooperative enter- 
prises, the taxation and credit policy on these enter- 
prises, and the relationship between them and the 
departments in charge of them so as to give them 
regulations ana laws to follow, and to enable them to 


develop in a healthy way. 
PROVINCIAL 


Qinghai Government Work Report 
40060647 QINGHAI RIBAO in Chinese 
5 May 89 pp 1-4 


{Article by Song Ruixiang 1345 3843 4382: “Govern- 
ment Work Report’—Second Session of the Seventh 
Qinghai Provincial People's Congress, 25 April 1989] 


[Text] Delegates: 


In my capacity as a representative of the provincial 
people's government, | now submit the work report to 
the congress for its examination and approval. 


During the past year, under leadership of the CPC 
Central Committee and the State Council, under the 
leadership . f the Qinghai Provincial CPC Committee, 
and with guidance and supervision from the Standing 
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Committee of the Qinghai Provincial People's Congress, 
all levels of government in the province have assiduously 
carried oul a policy of “improving the economic envi- 
ronment, restructuring the economic order, and compre- 
hensively deepening reform” in order to “stabilize the 
economy and deepen reform” as proposed by the CPC 
Central Committee and decided at the Third Plenary 
Session of the | 3th Party Congress, lt has relied on the 
joint efforts of all nationalities throughout the province 
to make substantial progress in economic construction 
and various social endeavors. The overall situation ts 


good, 


Continued Growth of the National kconomy Gross social 
output value for 1988 amounted to 8.678 billion yuan, 
an 11.1 percent increase over 1987 in terms of compa- 
rable prices, Gross national product reached 5.44 billion 
yuan, up 11.0 percent from 1987 at comparable prices. 
National income reached 4 billion yuan, up 10.2 percent 
at comparable prices. The § Output value of industry 
and agriculture was 4.18 billion yuan (figured at constant 
180 prices), for a 14.1 percent increase over 1987, 
Development of the national economy was fairly 
normal. 


Both the rural and the pastoral economy continued to 
develop, a fine harvest being obtained in both farming 
and animal husbandry. Despite natural disasters in some 
areas during 1988, thanks to the effectiveness of actions 
taken, and efforts made everywhere to increase produc- 
tion, plus increased investment, a fine grain and oil- 
bearing crop was reaped, and output of animal hus- 
bandry products also increased. The gross output value 
of agriculture for the province was |.128 billion yuan, a 
2.76 percent increase over 1987 at comparable prices. 
Gross output of grain was 1,058,200 tons, a 1.6 percent 
increase over 1987. Gross output of oil bearing crops was 
104,500 tons, up 0.67 percent from 1987. The number of 
livestock in inventory at the end of 1988 was 20,963,700 
head, up 3.3 percent from 1987 for a comeback to the 
1985 pre-snow disaster level. Live hogs in inventory 
numbered 922,400. The number of livestock animals 
removed from inventory, and outputs of meat, wool and 
goat hair, milk, and eggs saw varying degrees of increase. 
New advances were made in afforestation and economic 
diversification, and township and town enterprises 
developed steadily. Development of tne rural economy, 
and increases in procurement prices for some farm and 
animal husbandry products markedly increased the earn- 
ings of peasants and herdsmen, per capita annual net 
income reaching 492.82 yuan, 25.67 percent more than 
in 1987. After adjustment for price increases, the 
increase was 15.4 percent. 


Industrial, communications and transportation produc- 
tion increased steadily, and economic benefits 
improved. The gross output value of industry for the 
whole province was 3.051 billion yuan, up 20.17 percent 
from 1987. Output of electric power, crude petroleum, 
processed steel, ferrosilicon, and nonferrous metals, as 
well as of the means of production and articles used in 
the daily life of the people increased fairly greatly. Some 
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key projects were either completely or partially finished, 
going into production for further improvement in sup- 
plies of energy and raw and processed materials, Indus- 
trial enterprises economic returns improved as a result of 
a readjustment of thoir product mix, increases in output 
while economizing, and the institution of enterprise 
contract systems, In independently accounting enter- 
prises under ownership of the whole people, the labor 
productivity rate for all personnel was 17.35 percent 
higher than during 1987. The profit and tax rate on 
capital for local state-owned industrial enterprises within 
budget rose 2.62 percen points over 1987, and 
energy consumption per 10,000 yuan of industrial gross 
output value declined 4.73 percent from 1987. Passenger 
and freight transportation turnover volume increased. 
Posts and telecommunications developed fairly rapidly, 
10,000 circuits of programmable telephones being fin- 
ished and put to use in the improvement of the prov- 
ince’s communications, Post and telecommunications 
volume was up 22.6 percent from 1987, 


The scale of investment in fixed assets was brought 
under preliminary control, and the structure of invest- 
ment readjusted. A total of 2.031 billion yuan was 
invested throughout the province in the capital construc- 
tion, replacement, and technical transformation of units 
under ownership by the whole people. This was 17.06 
percent more than in 1987. Simultaneous with imple- 
mentation of the “three guarantees and three reductions 
policy,’ new capital construction projects, particularly 
nonproductive construction projects, were controlled. 
Construction of key projects was further intensified, and 
investment in energy industry capital construction 
increased 48.3 percent. The percentage of local invest- 
ment in projects of a nonproductive nature declined 
fron 53.8 to 47.4 percent. 


City and township markets were lively, fine achieve- 
menis being made in both internal and external trade. 
During 1988, government and units concerned at all 
levels took effective actions to increase production, and 
expand sources of supply, substantially insuring market 
supplies. Total retail sales of social commodities 
throughout the province amounted to 2.84 billion 
yuan—a 24.66 percent increase over 1987. The total 
value of foreign trade exports for the year was $45.58 
million, up 13.5 percent from 1987. Of this total, 64.9 
percent derived from the export of mining products, 
textiles, and machine tools in further improvement of 
the export mix. 


Local financial revenues continued to grow, and both the 
amount of currency put into circulation and the scale of 
credit were controlled within plan. As a result of eco- 
nomic development and institution of government 
financial contracting of responsibility, loca! financial 
revenues continued the growth that was seen previously 
for 3 consecutive years, reaching 507 million yuan in 
1988, a 106 million yuan increase over 1987. The 
yearend bank credit surplus stood at 4.868 billion yuan, 
a 1.16 billion yuan increase over 1987, and a total of 169 


JPRS-CAR-89-108 
3 November 1989 


Million yuan was placed in circulation, both controtied 
within plan quotas for vigorous support to development 
of economic construction. 


Steady Advances in kconomic System Reform Simulta- 
neous with continued stabilization and perfection of 
rural contract responsibility systems linked to output 
was both the establishment and strengthening of a two- 
lier Operating system, and some farming counties’ insti- 
tution of a system whereby land was graded and yields 
set, bonuses given for yields above the set figure, and 
punishments provided for yields below the set figure. 
This increased peasants’ sense of responsibility for pro- 
duction, and the service function in collective economic 
organizations. Pastoral area reforms built on the stabili- 
zation of household by household family operations fors 
a strengtrhening of grassroots level organizations’ uni- 
fied management service functions. With support from 
the state, civilian operated hog. sheep and goat, and 
poultry raising animal husbandry societies continued to 
emerge to stimulate the enthusiasm for production of 
herdsmen and peasants. 


Enterprise contract management responsibility systems 
made new advances. As of the end of 1988, 78 percent of 
industrial enterprises within budget throughout the 
province, and 97 percent of large and medium size 
enterprises were contracting. Among large- and medium- 
sized state-owned commercial enterprises, 97.2 percent 
were contracting, and 94.2 percent of small commercial 
enterprises were doing leasing or contracting. Among 
collective enterprises, more than 85 percent were 
engaged in contracting, leasing, or stock share deals. As 
part of pushing ahead with contract systems, the compe- 
tition mechanism was actively introduced throughout 
the province; plant manager responsibility systems were 
consolidated and perfected; and the linking of total wage 
bills to economic returns was promoted for a strength- 
ening and improvement of enterprises’ internal admin- 
istration, and an increase in enterprises’ vitality. 


Formulation of Preferential Policies for City and Town 
Collective Enterprises In order to solve problems with 
lack of smooth management in the province's collective 
enterprises, blockages in production and marketing 
channels, and rather weak self-development capabilities, 
the provincial government drew up “Various Regula- 
tions on Hastening Development of City and Town 
Collective Industries.” This provided that collective 
enterprises enjoyed the right to run enterprises them- 
selves, select plant managers themselves, hire workers 
themselves, set wages themselves, and be responsible for 
their own profits and losses. It also liberalized policies, 
provided services, and infused new vitality into collec- 
tive enterprises. In 1988, the output value of collectively 
owned enterprises rose 14.5 percent over 1987. 


Advances in reform of the foreign trade system enhanced 
ability to earn foreign exchange through exports. In order 
to meet needs in opening to the outside world and 
developing foreign trade, the provincial government 
drew up “Methods of Accelerating and Deepening 
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Reform of the Foren Tiade Sysiew” in accondanve 
with the unified planning of the State Council to give 
complete impetus to a contract management responsi- 
bility system in foreign trade. This system instituted a 
system of comprehensive base figures for foreign 
exchange-carning exports, no subsidies for excess losses, 
and full retention of all reductions of losses, This pro- 
duced remarkable results. During 1988, foreign 
exchange earnings from exports exceeded contracting 
goals with a slight surplus remaining from the subsidiza- 
tion of losses. 


The financial management system's introduction of a 
contracting mechanism stirred the initiative of all juris- 
dictions and all departments to increase earnings and 
reduce expenditures. During 1988, the provincial gov- 
ernment finance department decided on various forms 
of contracting as different circumstances warranted. 
They also signed contract responsibility agreements for 
financial receipts and expenditures with autonomous, 
prefecture, and municipal governments. During the year, 
all jurisdictions did all possible to tap potential for 
increasing revenues, thereby substantially increasing the 
financial revenues of autonomous zhous, prefectures, 
and municipal governments. At the same time, con- 
tracting with some administrative institutions impelled 
the contracting units to strive to earn income and 
conserve expenditures, thereby defining the units’ 
responsibility for achieving a balance themselves 


through contracting. 


At the same time, the province carried out attendant 
reforms in planning, investment, materials, business, 
finance, and banking for a strengthening of management 
and supervision of prices, tax matters, auditing, and 
industrial and business administration, and the estab- 
lishment of markets for allocating foreign exchange, 
transferring treasury bonds, labor, and real estate. 


Lateral economic links saw subst.ntial development, 
entreprenural groups beginning to cross regional and 
vocational lines to forge links with large national groups 
for further expansion of the opening to the outside 
world. 


New Development of Scientific, Educational, Cultural, 
and Medical Institutions All levels of government rein- 
forced the concept of reliance on science and technology 
to develop the economy. Many places installed deputy 
county magistrates, deputy township heads, and deputy 
village headmen for science and technolcgy for the 
steady enlivening of science and technology campaigns, 
and campaigns of various kinds for the popularization of 
science. In order to spur a link up between science and 
technology and the economy, during 1988 the provincial 
government promulgated two regulations ha’'ing to do 
with removal of restraints on scientific research organs 
and removal of restraints on science and technology 
personnel. It also drafted a series of associated docu- 
ments for deepening reform of the science and tech- 
nology system. The association between scientific 
research and production is deepening, with some science 
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aid lechivlugy produciivueiype enterprives beginning Ww 
be established. Many scientific and technical personne! 
have left government organizations and scientific 
research institutions to sign contracts with or head up 
collective enterprises, or township and town enterprises. 
More than 10,000 scientific and technical personnel 
have taken part in various kinds of activities concurrent 
with their employment, plunging into the main battle 
ground of economic construction. The technology 
market has opened up further, accelerating the applica- 
tion of technical achievements to commodities for 
remarkable social and economic benefits. Social science 
research em izes the linking of theory to practice in 
the exploration of problems in Qinghai Province's eco- 
nomic and social development, achieving heartening 
results. Vocational reform is moving ahead smoothly. A 
number of intellectuals have been evaluated and taker 
on in high and intermediate level specialized tect nical 
positions where they carn wages, thereby improving both 
their working and living conditions. 


Appreciation of the strategic importance of education 
has increased everywhere. A basic concept for the reform 
of education has been decided, and an educational 
system that includes “compulsory education,” “school 
operation at different levels and different levels of man- 
agement,” which has been preliminarily instituted is 
being gradually put in place. Reform of the system for 
enrollment in colleges and technical secondary schools, 
and for the assignment of graduates is proceeding 
steadily. Serious attention is being devoted to moral 
education in schoo!s, and new ts are taking 
place in cducation of all kinds at all levels. The school 
enroliment rate for children of schoo! age in the province 
is 83.4 percent, and the continuation rate and graduation 
rates are 94.1 and 89.5 percent respectively. Nationali- 
ties education is developing steadily, minority nation- 
ality students amounting to 29.2 percent of students in 
regular schools throughout the province. Vocational and 
technical education, and adult education have developed 
rapidly. Both the structure and departments and 
branches of higher and intermediate education are in 
process of readjustment. During 1988, 29.21 million 
yuan was invested in the capital construction of educa- 
tion for the building of 96,000 square meters of new 
school buildings. A total of 73.6 million yuan was raised 
throughout the province for the improvement of 146,000 
square meters of dangerous middle and primary school 
buildings for an improvement in teaching conditions. 


Reform of the literature and art system is proceeding 
steadily. Outstanding achievements have been made in 
literary and cultural exchanges. New achievements have 
been scored in the fields of medicine, education, broad- 
cast television, and news publishing. 


The party's nationality and religion policies have been 
further implemented for a strengthening of the unity of 
nationalities. Public security and judicial departments, 
as well as armed police units, have done much work in 
safeguarding social order. Governments at all levels have 
continued to carry forward the glorious tradition of 
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sent to the State Council recommending the adoption of 
special transportation fates on the Qinghai Tibet Rail 
road, the increased revenues from transportation being 
used to improve the Qinghai Tibet Railroad, In order to 
solve this transportation problem in a rationa, way, 
railroad units should improve scheduling now, tap 
potential, and plan in an overall way the transportation 
of key materials such as coal, sali, potash fertilizer, lead 
and zinc, Enterprises that have the resources should buy 
or lease railroad cars for their own use in a effort to 
increase transportation volume. Full use should be made 
of highway transportation tial to divide up the flow 
between highways and railroads to reduce pressure on 
railroads At the same time, attention should be directed 
to the building of highways, and to their maintenance 
and administration Attention should be focused on the 
building of key post and telecommunications for 
vigorous of posts and telecommunications, 
giving equal emphasis to increased volume and 
increased earnings to provide premium quality, highly 
efficient communications services for economic con- 
struction and for all walks of life. 


This year's curtaiiment of the scale of capital construc- 
tion occasions new and difficu’ » for the 
construction industry. In order to get out of a predica- 
ment and get through a difficult situation, full reform 
must be deepened. the construction market must be 
better managed, partnership contracting and entre- 
prenural blocs must be formed for the t of 
economic diversification, and the widening of produc- 


tion avenues in order ‘0 be able to survive and develop in 
the midst of competition. 
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May adopt a system for requesting price increases as 
individual circumsiances warrant, Al the same time, 
industrial and commercial, price, Waa, and weights and 
measures depariments may, in the performance of their 
individual duties, enhance market control. Price depart: 
ments should be suie to increase + supervision and 
inspections, with an emphasis of the latier on the prices 
of necessities closely related to the daily life of the 
masses, prices of the agricultural means of production, 
and major fee standards. A reporting system should 
continue in effect to reinforce the masses’ supervision of 
markets and prices. Resolute crackdowns and suppres: 
sion of unlawful behavior such as attempts to dominate 
markets, ing up prices, speculation and profiteering 
should be conducted. 


Good performance in market supply to make city and 
countryside markets flourish is an important measure 
for controlling prices. Good supply requires efforts to 
expand sources of supply. to increase commodity supply, 
to effect macroeconomic control of markets, and to 
provide well for the livelihood of the people in cities and 


the countryside. 


First, development of production should serve as a 
foundation for doing a good job in the purchase, alloca- 
tion and economization of major farming and animal 
husbandry ucts such as grain and oil-beari 

crops. — cattle and mutton sheep, and 
During 1989. a two-track system will continue to be 
contall out in the of farming and animal 


a for linking the amounts purchased. allocated 
same lines. should strengthen leadership. and should 


diligently honor purchase policies, steadily improve ser- 
vice quality. and strive to fulfill purchase quotas. 


market shortage, a system 1s to be instituted that links 
provision of raw and processed materials, energy. and 














JPRS-CAR-89-108 
3 November 1989 


funds to the production of such commodities to promote 
an increase in their production and supply. Purchase of 
commodities outside the province “hould be improved. 
encouragement given to state-owned businesses, mate- 
rials enterprises, collectively owned business enterprises, 
and individually owned businesses to conduct procure: 
ment activities at various levels and through multiple 
channels in accordance with the law. A certain amount 
of products for which the province enjoys advantages 
should be assembled for exchange with other provinces 
for commodities in short supply in the province to 
increase market supply in order to satisfy needs for 
production and the people's daily lives. 


Third is improvement of market lation and control 
methods to regulate the correlation between commodity 

y and demand. Full use should be made ot the role 
of the main channels that state-owned businesses, mate- 
rials enterprises, and supply and marketing cooperatives 
provide to establish and perfect reserves of important 
commodities, yyy by means of production and 
necessities used in the daily life of the people that have a 
bearing on the national economy and the people's live- 
lihood, as well as materials needed to fight calamities. 
and those used to regulate market supply and demand. In 
addition, a market regulation fund should be established 
for use primarily to support the production and sale of 
market-sensitive commodities for a st hening of 
market regulation and control capabilities. control 
of different categories of commodities should be 
strengthened further, important commodities having a 
bearing on the overall market situation being centrally 
allocated as a positive means of supplying basic necessi- 
ties needed in the daily lives of the people. A portion of 
the production of high quality durable consumer goods 
in very great demand should be put into a reser\e for use 
in award sales, all possible being done to remove cur- 
rency from circulation. Materials departments should 
take firm grip on the allocation and supply of materials 
within plan, strive to expand supplies of goods outside 
plan to increase effective supply as the market situation 
and production require. Continued emphasis should be 
placed on the inventorying of warehouses, on the mul- 
tiple use. conservation, and use of things. and on doing a 
good job of reclaiming old. no longer used materials to 
advance the development of production. 


Fourth is readjustment of the export commodity mix in 
an effort to expand foreign trade exports. It 1s necessary 
to proceed from needs in improving the economic envi- 
ronment and restructuring the economic order, main- 
taining the principle of overall planning that takes all 
internal and external sales factors into account with 
regard to foreign trade exports. taking the initiative in 
restructuring the export mix. developing a number of 
new export commodities, gradually increasing the pro- 
portion of industrial and mining products and manufac- 
tures, and decreasing the proportion of agricultural 
byproducts, mining products. and primary products. A 
path should be followed that combines skilled work and 
trade, and skilled agriculture and trade. developing 
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entreprenural blocs for the export of products, estab- 
lishing production bases, special plants, and workshops 
for farming, animal husbandry and sideline occupation 
export products, and doing a good job of upgrading and 
updating products to improve the quality and grade of 
export products. Various preferential policies for the 
production of foreign exchange earning export products 
should be stabilized and put into effect, giving priority to 
the provision of raw and processed materials, fuel, 
motive power, and funds needed for the production of 
export products in order to encourage more exports, and 
the earning of more foreign exchange. 


5. Active Raleiag of Finance Capital and for 
Development of the Economy and Verlots Eedeavons 

In order to curtail total social demand, the state will 
continue to institute a “double tightening” policy during 
1989, tightening both government financial expenditures 
and credit, The fi and financial situation that the 
province faces is increasingly serious. All jurisdictions 
and all departments must manage finances stringently, 
measuring reve ues against capenditures, actively raise 
finance capital, and strive to increase returns from the 
use of funds. 


Government financial work has to adhere to the princi- 
ples of carrying out a readjustment of the structure, 
insuring key projects, tapping potential, ag 
returns, doing only what one is capable of doing. 
balancing receipts and expenditures, working arduously 
to develop new sources of revenue and cut back on 
expenditures. First 1s the conservation and the buildi 
up of sources of wealth. Financial departments should 


actively t of short term, low and 
medium tech | level projects that produce speedy 
economic results for which energy and materials can be 


assured, that require little investment. and that show 
results quickly, thereby stabilizing and developing 
sources of wealth to increase revenues. Continued atten- 
tion should be given to the task of making counties 
receiving government financial subsidies raise their level 
of self-suffici . Supporting and strengthening the 
county level economy to increase local financial 
resources. Second is an expansion of the scope of com- 
pensated use of government fund. doing a good job in 
providing financial credit to increase returns on the use 
of funds. Full use should be made of compensation 
received for the use of government funds to provide 
active support to farming and animal husbandry. to local 
resources development projects. and to township and 
town enterprises and projects to help the needy to solve 
their temporary funding difficulties in industrial and 
agricultural production. and the provisioning of mar- 
kets. thereby enabling limited funds to play a better role. 
Third is intensified collection and management of tax 
revenues, helping enterprises raise their level of admin- 
istration. Tax collections must be strictly controlled, 
methods that violate regulations and transcend authority 
in providing tax reductions and tax exemptions being 
looked into and corrected, a good job done in beginning 
to collect new kinds of taxes, adhering to collection of 
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taxes according to law, and plugging loopholes to insure 
the prompt payment into the treasury of tax funds due. 
Additionally, | nancial and tax departments should also 
help enterprises improve their cost accounting and 
financial work. Advance enterprises’ improvement of 
administration and management, increase production 
and earnings, reduce expenditures and increase eco- 
nomic returns. 


Increases in government revenues during 1989 will go 
mostly to provide funds needed for and price 
reforms, and for necessary outlays for ulture, edu- 
cation, and science and technology. Outlays for other 
projects may be maintained or curtailed as financial 
resources permit, planning being done as a whole. 
Expenditures for nonproductive purposes are to be 
strictly controlled, In order to insure that government 
financial departments at all levels produce a balanced 
budget, level-by-level guidelines for ee sapene 
tures are to be issued, management by ~~ 
ticed, strict checks made, ee ae | its 
permitted. First is strict control over investment in 
self-funded capital construction using local discretionary 
financial resources, resolutely calling a halt to ram- 
shackle planning and rushing to get started on projects. 
All construction designated to be halted or 
postponed as a part of improving the economic environ- 
ment and restructuring the economic order must be 
resolutely halted or postponed. Investment in self- 
funded capital construction in all jurisdictions may not 
exceed the set amounts. Second is strict control over 
increases in expenditures for administrative expenses. In 
1989, administrative and entreprenural units at all —= 
throughout the province are to promote large scale 

assignment of responsibility for outlays, and unified 
administration of personnel staffing and wage funds, 
rigorously enforcing a system of conference examination 
and approvals. New additions of agencies and personnel 
are to be rigorously controlled, no funds disbursed for 
additional agencies or personnel not approved by 
staffing committees. Third is better financial budget 
administration. After local financial have been 
examined and approved by the provi people's con- 
gress, all jurisdictions and departments are to operate in 
accordance with the . No new expenditures may 
be added in the course of implementation. The admin- 
istrative em is to be improved, examination and 
approval for “a single pencil” being required in strict 
enforcement of financial and economic discipline. 


In financial work, a policy of “control of total amounts, 
readjustment of the structure, insuring key projecis, 
cutbacks of ordinary projects, and timely adjustment has 
to be carried out in accordance with the principle of both 
controlling the total amount of currency and credit, and 
also promoting steady growth in the building of the 
economy.” This entails readjusting the purposes for 
which credit is given and optimizing funds use, main- 
taining some expenditures, curtailing others, retaining 
maneuverability in the midst of tightening. In the onen- 
tation of investment, the emphasis is to be on supporting 
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the production and purchase of agricultural and live- 
stock byproducts, items needed _ the daily life of the 
people, commodities whose e —? earns foreign 
exchange, and the means of A ural production, as 
well as meeting fund a+ —-- for construction 
projects of a productive nature in the orientation of 
readjustment of the industrial structure. Loans to enter- 
prises that produce second rate, high priced, unmarket- 


timely and flexible way as 
financial circumstances warrant, doing everything pos- 
sible to meet the rational need for funds in building the 
economy. 


In order to raise more credit funds, all possible methods 
should be employed to soak up savings to increase 


ts 

their service attitude, improve the quality of their ser- 
vice, and do all that is possible to accommodate the 
masses in depositing savings. Where circumstances 
permit, substitutions for the issuance of wages and 
operating of individual checking businesses should be 
tried out as a means of increasing savings and reducing 
payments in cash. 


tening money and 
all kinds and at all 


of tightened credit. 
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environmes( and restructuring the economic order, The 
focus will be on increasing effective supply and 
improving economic returns in the continued ning 
of rural and pastoral region reform, perfection of enter: 
a contract Management responsibility systems, and 

rther development of lateral economic links and coop: 
eration, Attention will be given to using the macroeco- 
nomic -¢— and control functions of departments 
in overall charge and of economic supervisory depart- 
ments, and to actively advancing other reforms of ben- 
efit in improving the economic environment and restruc- 
turing the economic order, 


It is necessary to Carry Out the decisions of the provincial 
CPC commitiee and the provincial government with 
regard to the deepening of rural reform, and the accelera- 
tion of agricultural development, as well as the spirit of the 
provincewide pastoral area work conference, taking firm 
grip on key points, actively and deftly moving ahead in the 
second siep of rural and pastoral area reform. Rural 
villages are to continue to stabilize and perfect output 
related contract responsibility systems, expanding the use 
in farming counties and in -farming part-livestock 
raising counties of a system x for different 

of land, and saeeien count end anata om 
alties.” Places having requisite conditions for operations 
on a suitable scale may operate cooperative farms and 
family farms. So long as they stabilize “public ownership 
of pasturelands, contract operations, the prices of live- 
stock, the raising of herds by households that own them,” 
and “collective ownership with contracting of raising of 
livestock to specialized people,” pastoral regions may 
properly handle the relationship between herdsmen's pro- 
duction autonomy and centralized control, the relation- 
ship between decentralized production and plan guidance, 
and the relationship between individual household opera- 
tions and centralized service. Pastureland contract respon- 


sibility systems must be put in place to put the manage- 
ment, building, and use of on the path of the 
rule of law. Stabilization of family operations should serve 


as a basis for encouraging a specialized division of labor 
and for production and sales partnerships in the develop- 
ment of a multilevel, multiform rural and pastoral region 
socialized production service systems in the perfection of 
the two tier ting system. Continued efforts should be 
made to farm and livestock product purchasing 
and sales methods, and preparations made to build grain, 
livestock feed, and livestock product wholesale markets. A 
as dap hee gk pm dy ne cooperatives 
ing producers of, and dealers in, commodities who 
are responsible for their own ts and losses, for the 
t of cooperative financial organizations to 

serve the rural commodity economy. 


The main task in the deepening of enterprise reform for 
1989 is, first, conscientious implementation of the “Enter- 
prise Code,” and the “Bankruptcy Law” to improve the 
external environment for enterprise operations. Plant 
manager responsibility systems should continue to be 
perfected following the principle of a separation of owner- 
ship and operating rights. In order to cushion the shock on 
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society, enterprises that are verging on bankrupicy should 
do all possible to call for bids, contracting the merger or 
auctioning of the enterprise as a means of solution, Second 
is continuation of a good job of the contract management 
responsibility system's ability to complement, pen, 
perfect and develop, and set equitable contract base fig- 
ures, to honor contract agreements, to maintain relative 
continuity in contractors, suitably lengthening contracting 
periods, conscientiously summarizing experiences in con- 
iracting, and finding timely solutions to existing problems. 
Enterprises that do not contract should consider doing so 
to hasten the pace of contracting. Competitive bidding and 
total loss risk security contracting should be actively pro- 
moted for the gradual establishment of an enterprise 
competition mechanism, risk system, and limitation 
system that links closely together the interests of operators 
and staff members and workers, and the en se's carn: 
ings to the status of the enterprise's operation, for full 
arousal of the enthusiasm of both operators and staff 
members and v orkers, Third is is a genuinely good job of 
associated reforms within enterprises, putting into effect 
and perfecting economic responsibility systems, strength- 
ening en management, and reforming the labor 
personnel system. Attention to enterprises’ ability to solve 
their internal assimilation problems should form the basis 
for steady pursuit of optimized labor groups for continued 
advance and perfection of work efficiency-linked methods 
to overcome enterprises’ ted actions, and to 
increase both enterprises’ self-limitation capabilities and 
their ability to respond to emergencies. Fourth is active 
exploration of forms of economic diversification, steadily 
loosening restrictions on operations, and running pilot 
projects on a stock share system in which public ownership 
predominates. Small industrial and commercial enter- 
prises should continue to do a good job of lease contract 
management, some of them conducting auctions, or con- 
verting to collective or private operation. 


prise blocs’ Mutual beneft should form the besis for 
encouraging machinery firms and metallurgy firms in the 
province to make fullest use of their individual advan- 
tages for economic cooperation, enterprises in the prov- 
— | being encouraged to take active part in nationwide 

and regionwide entreprenural blocs, and being encour- 
aged to develop entreprenural blocs primarily for prod- 
ucts ad the processing of resources in which the prov- 
ince enjoys an advantage. Attendant policies should be 
to hasten the pace of opening to the outside 
worl, ful made of funds within the province to 


partnerships 
hasten development of the resources in which the prov- 
ince enjoys advantages, and to promote economic read- 
justment. 
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Gradual establishment of a new macroeconomic regula- 
tion and control system is an important requirement for 
the sustained, consistent development of the national 
economy, It is also an inherent requirement for 
improving the economic envireament and restructuring 
the economic order, and for deepening reform, In the 
source of improving the economic environment and 
restructuring the economic order, we must apply eco- 
nomic, administrative, legal, disciplinary, and ideolog- 
ical and political work techniques, and be completely 
alert in an effort to enhance and perfect macroeconomic 
control, Serious attention is to be given to the role of 
economic departments in overall control, and depart- 
ments in charge of supervising the economy, These 
departments should coordinate and cooperate with each 
other, they may not go their separate ways or impede 
each other. Planning departments should bolster and 
improve overall national economic balance, their plans 
being able to pow and guide the integrated economic 
development of society as a whole. Banks should fully 
apply economic techniques, such as interest rates, to 
control the amount of currency put into circulation, and 
to regulate the scale and make-up of credit. Government 
finance and tax departments should apply the economic 
levers of government funds and tax collections to 
increase their macroeconomic regulation and control 
capabilities, and the direction in which enterprises 
develop. Industrial and commercial, price, auditing, and 
inspection departments should increase control and 
supervision according to provisions of the law to do a 
good job of macroeconomic control, all departments and 
all units willingly accepting their supervision. 


In order to control overall social demand, and correctly 
channel consumption, other reforms of benefit to 
improving the economic environment and restructuring 
the economic order should be actively advanced. It is 
necessary to develop and perfect the labor market, and to 
take stock of and curtail the use of labor outside plan, 
rigorously controlling the mindless flow into cities of rural 
labor from other provinces and from this province. Eco- 
nomic development should form the basis for the widening 
of avenues of employment for gradual solution to the 
increasingly serious unemployment problem, thereby 
effecting continued improvement in the standard of living 
of staff members and workers, city and town residents, and 
peasants and herdsmen. The problem of inequitable dis- 
tribution in society may be regulated through improve- 
ment of the distribution system, and the levying of an 
individual income regulation tax. 


7.H of Attention to Science and Technology 
Bdecation. Serving the Building of the 


Reliance on science and technology is the road that has 
to be taken for vigorous development of the province's 
economy. In the source of improving the economic 
environment and restructuring the economic order in 
the national economy, the development and promotion 
to application of advanced applied scientific and tech- 
nical achievements must be the emphasis of current 
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work, reliance being placed on science and technology, 
and on scientific management to bring about the opti- 
mization of the industrial structure and improvement in 
economic returns, Government and enterprise leaders at 
all levels have to give serious attention to scientific and 
technical work, steadily increasing their awareness of 
and sense of urgency about the need to rely on science 
and technology to develop the economy. A scientific and 
technical attack should be launched on major problems 
existing in industrial, farminy, and animal husbandry 
production, More study should be given to both basic 
theories and applied theories related to the special prob- 
lems existing in plateau areas. Continued attention 
should be given to “spark” plans, and to the gradual 
carrying out of “torch” plans, much work done to 
produce benefits from the economies of scale and to 
increase effective supply. Scientific research units should 
be encouraged and supported in the operation of eco- 
nomics-of-technology entities, leading and contracting 
with enterprises, or going into partnershi, to develop 
technical markets to hasten the commercialization of 
scientific and technical achievements, to advance the 
technical transformation of traditional industries and 
the formation of new technology and high technology 
industries. A scientific and technical service systems 
needs to be established and perfected in farming and 
pastoral regions to provide services before, during, and 
after production, and to devote attention to the building 
and development of energy in farming and pastoral 
areas. Serious attention should be given the improve- 
ment of social sciences research, the focus being on 
coordinated attacks on major problems in reform and 
construction, taking the lead in exploring and striving to 
come up with some new scientific research achieve- 
ments. The “dual opening” policy should be further 
perfected, fostering and developing scientific and tech- 
nical along with economic mechanisms for steady rise in 
the level of science and technology, the better to serve 
economic construction. The superior service and the 
contribution to society of scientific and research organi- 
zations, and of the mass of scientific and technical 
personnel can also increase earnings to improve their 
personal working conditions, and to improve their pay 
and emoluments. 


Economic development depends on science and tech- 
nology, and scientific and technical progress depends on 
education. Education has seen very great development in 
the province in recent years; however, all of the educa- 
tion is backward. It is still not in keeping with the needs 
of vigorous development of Qinghai. Government at all 
levels must further improve its understanding of the 
strategic position of education. In both thought and 
practice, it must genuinely regard the elevation of the 
cultural quality of all nationalities a project of vital and 
lasting importance, placing it in first place in the eco- 
nomic and social development strategy. First of all, 
educational reform must be deepened to make education 
consistent with the province's economic development. It 
should be realized that simultaneous with the institution 
of a educational system in which “local governments 
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bear responsibility, and management is exercised at each 
level,” the emphasis being on the local government's 
responsibility, all jurisdictions should be given greater 
planning authority and decision i aking authority in 
teaching in order to enable them to decide major issues 
in educational work in terms of local circumstances to 
lay a foundation for the gradual building of an adminis- 
trative system in which local governments administer 
and the schools have responsibility for teaching. Firm 
attention should continue to be given to compulsory 
education to hasten the pace in making basic education, 
vocational and technical education, and adult education 
part of an organic whole in a gradual change away from 
the undiversified education mode and the one-sided 
pursuit of the proportion of students that move up to a 
higher grade. In places having the conditions, govern- 
ment should take the lead in organizing departments 
concerned in the step-by-step operation of “prairie fire” 
plan pilot projects for the purpose of training more 
medium and elementary level scientific and technical 
personnel to satisfy the needs of rural villages in order to 
advance the coordinated development of agriculture, 
science, and education. Cities should explore new means 
whereby enterprises and schools can jointly develop 
vocational and technical education. They should try to 
increase the teaching authority of institutions of higher 
learning and secondary technical schools, encourage 
joint operation of schools, and continue, as circum- 
stances require, to readjust the mix of specialties, and the 
proportion of subjects at various levels. They should 
fully tap existing school potential, doing a good job of 
enrolling students who pay their own way in institutions 
of higher learning and technical schools, and of dele- 

ling teaching to others. They should perfect a system 
or the assignment of students whereby would-be 
employers and employees meet each other, both parties 
selecting each other. They should encourage college and 
secondary technical school graduate to go to the grass- 
roots to work in rural and pastoral areas. Governments 
at all levels should devote conscientious attention to the 
eradication of illiteracy in al and pastoral areas, 
adopting special measures anu preferential policies for 
continued strengthening of and close attention to nation- 
alities education. 


In order to promote the development of education, we 
must insure steady growth in investment in education. 
During 1989, during a period of great shortage of gov- 
ernment financial expenditures for all purposes, not only 
has the provincial government not reduced, but has 
made new increases in expenditures for education. Edu- 
cational expenses for departments in charge of education 
that are included in the government financial budget 
amount to 152.35 million yuan, up 19 percent from the 
early 1988 budget. It is estimated that expenditures for 
education from other departments will increase. In addi- 
tion, education expenses outside of budget, such as city 
and country educational fee surcharges will also increase 
substantially. Despite the government's efforts, educa- 
tional outlays remain insufficient. We must improve the 
whole populace’s awareness about and responsibility for 
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running schools, fully arouse all society's enthusiasm for 
running schools, and continue to urge that society, 
collectives, and the masses pool funds to operate schools. 
The widespread pooling of funds during 1988 to reno- 
vate dangerous buildings serves as a basis for the funda- 
mental completion during 1989 and 1990 of the original 
task set for renovating dangerous middle and primary 
school building for a gradual improvement in schooling 
conditions. Institutions of higher education and middle 
schools should provide outside services for compensa- 
tion in a planned organized way, middle and primary 
schools should conduct more work-study campaigns that 
allow students to come in contact with society and go 
through tempering, simultaneously remedying the 
shortage of educational funds. All parties concerned 
should actively support school chuang shou [0482 2392] 
campaigns, policies according them assistance and pref- 
erential treatment. 


It is teachers who are the hope for the development of 
education. We must continue to buttress teacher educa- 
tion for institutions of higher learning and secondary 
schools, constantly improving the ideological and pro- 
fessional quality of teachers. All jurisdictions should run 
good audio-visual education programs, applying televi- 
sion to the fullest for raising the professional level of 
middle and primary school teachers. Concern must be 
shown for the study and work of teachers, including 
teachers in civilian-run schools, continued efforts made 
to improve their living conditions. The broad masses of 
teachers should be paragons of virtue and learning, 
imparting knowledge and educating people. Schools at 
all levels and of all kinds should place the enhancement 
of ideological moral character and political education in 
an important position, devoting earnest attention to 
school administration, and to the building of school 
spirit and school discipline. They should sirive to 
improve the quality of education, create a fine teaching 
climate, and shape a fine ethos of respect for teachers 
and love of students. 


' Strengthening the Unity of Nationalities in an Effort 
to Create a Social Climate 

Qinghai is a multinational region in which doing a good 
job of nationalities work to safeguard the unity of 
nationalities is a major matter having a bearing on social 
stability and economic prosperity. People of all nation- 
alities in the province diligently have carried out the 
party's nationalities policies, gone through thick and thin 
together, have lived in harmony, and have struggled 
arduously to make their proper contribution to the 
building and development of Qinghai. Today. in the 
course of improving the economic environment and 
restructuring the economic order, more than ever, we 
must share a consensus, be completely unified, unflag- 
gingly carry out the spirit of Comrade Zhao Ziyang’s 
1988 speech to the All-China Award Meeting For 
Progress in the Unity of Nationalities, and put into 
practice ‘Decisions on Further Improvement of Nation- 
alities Work" from the provincial CPC committee and 
the provincial government. With economic construction 
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_ We should improve on the organizational procedures. 
und-raising activities must be carried oul in an orga 


nized and planned way in accordance with policy and 
wiislame te In particular, we should, on the basis of 

ng the principle of voluntary participation, lay 
rules and regulations or sign contracts 
define responsibility, authority and 


- 
7 
= 
-_ 


TS 


start raising funds, enterprises must carry out market 
surveys, project evaluation, verification and analysis of 
economic benefits, and feasibility study The banks must 
give more specific guidance to fund-raising. correctly 
the scale and amount, and choose the t 
direction of investment. In order to strengthen effective 
t and prevent excessive fund-raising in 

or within enterprises, we should first make sci- 
entific estimates of the endurance of the staff and 
workers in the enterprises or regions where fund-raising 
is to be carried out. imates should take into 
consideration the following five factors: First. the sur- 
plus purchasing power of urban and rural inhabitants 
in their hands. 


z 
2 


tax. Fifth, the future development of enterprises a 


D. We should monitor and limit the amount of funds 
raised. In order to strengthen the macroeconomic con- 
trol of funds. funds pooled by enterprises should be 


and the departments concerned to monitor and limit the 
amount of funds raised. 


E. We should guide the transformation of fund-raising 
into the + system. Government departments 
the banks should help introduce a 


al various levels 
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40060750 Beving JINRONG SHIBAO in Chinese 
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asta Wy Mow Ling 3664 7881: “An Overall Point of 
iew Is To Up Debts” ] 

{Text} 1989 is more than half over, the issue of 
en in difficult positions because they are 
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el 
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Hebe: Province alone. So it seems that enterprises 
have potential funds that they can tap. 

Is it that enterprises are not worred about their debts? 
That is not completely realistic either. Some enterprises 
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cannes Calp Spies wpeene Chane Gav Ch nw Gay 
are not only short of money to with, but have to 


“serve” their creditors several a day in addition. 
Why are en unwilling to pay money or actively 
tap potential when they are able to so” It seems 


that the key issue is one of understanding. 


Although it cannot be said that being behind in paying 
grain loans is ol a serious Mmatier, arrears between 
provinces on grain that is ordered by localities or subsi- 
dized by local finances seldom occur or are not and 


and | may owe, but the debts all belong 10 the site 
have to pay then eventually. Consequently, 
when money is tight, those who have none “naturally” 


and a spirit of socialist cooperation at key times and dare 
to sustain losses. Zhou ing (0719 2973 1987), 
vice president of the People's of China (PBOC), 


awareness, conscious activity, r~ discipline. This can 


the attitude that, “Other people want me to clear up my 
debits” to one that says, “I want to clear up my debts.” 
The change that is needed is to a better overall point of 
view and an attitude of daring to sustain losses. 


trade departments recently organized a joint effort to clear 
up arrears on imported grain payments. They took steps to 
spur grain departments in all areas to raise some of their 
own money. the Industnaland Commercial Bank of China 
to settle some of the fund and loan problems. and the 
PBOC to invest some starter funds, and took a stand to 
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arouse diversified fundraising initiative and improve the 
awareness of all units to clear up their debts. It was learned 


recently that this clearing up of grain loan arrears enabled 
areas, such as Beying, to require no further funds because 
the state had increased its Ce anne ee 

' 


provinces and autonomous regions to settle some of 
own fund problems. This has undoubiedly set a 


precedent for a future large-scale clearing up of 
“losses” that might be sustained by this method of looking 


would make it to escape the peculier trap of “having 
0 Clear up debts again and again.” 
INDUSTRY 


Hunan's Heavy Industry ‘Develops Quickly’ 
HKOB809/ 14589 Beijing RENMIN RIBAO in Chinese 
3 Sep 89p4 


Report by Zhu Yuan 269! 0337: “Hunan Quickly 
its Heavy Industry”) 


depariments and key enterprises. Its gross output value 
of heavy industry increased by 58900 percent over 1949, 
making up 54.7 percent of the province's gross industrial 
output value. 


Before liberation. Hunan’s industrial basis was very 
weak. The gross industrial output value of the province 
was only 318 millon yuan, of which the output value of 
heavy industry was 54 million yuan. In developing its 
heavy industry over the past 40 years since liberation. 
Hunan has always attached great importance to the 
development of energy, raw materials, and aid- 
agriculture industries. In coal production. it has found a 
coal deposit of more than 3 billion tons, thus breaking 
the convention that “there is no coal in the south of 
oe In 1988, it produced 35.61 million tons of 
coal, installed capacity of its power industry was 
increased from 13,500 kw before liberation to 4.6! 
million kw, or 3008 percent over 1949. Over the past few 
years. with the vigorous support of the state. Hunan has 
firmly grasped the construction of two hydropower sta- 
tions (the Dongyang Hydropower Station and the 
Wugiang Hydropower Staion), two thermal power 
plants (the Leryang and the Yuyang Thermal Power 
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Plants), and one electric power transmission line (the 
transmission line between Gezhouba and Zhuzhou). 


After these aso qumpating, Go quan cacti © 
Hunan, wales bes bose backward for a long time, will be 


the t of the ferrous and nonferrous metals 
industry, chemical industry, and the construction 
materials industry. Before liberation, Hunan only pro- 


E 


duced 3,000 tons of iron a year, Al present, in the 
of steelmaking, iron smelting, steel rolling, metal 


tion, and eer 
production ity of 1.42 million tons, 1,44 


tons, 1.43 mi 
The manganese mining of this province makes up 


third of the national total. The Xiangtan 
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mining, ore dressing, 
research, teaching, and other The output and 
export volumes of its 6 mines are the first in our country, 
and the output of 10 nonferrous metals are in the second 


place. 


appliances, railway machinery, mining machinery, trans- 
port and lifling equipment, construction machinery, 
textile machinery, and small farm machinery. 


The continuous development of heavy industry has 
promoted the formation and development of various 
central cities in Hunan Province. Changsha, Zhuzhou, 


making a readjustment in the industrial structure, 
Hunan’s superiority in heavy industry will be further 
brought into full play, which will vigorously promote the 
continuous, steady, and healthy development of the 
national economy in this province. 
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Western ‘Passage’ for Opening Up to the Outside 


World 

40060702 Hong Kong LIAOWANG OVERSEAS 
EDITION in Chinese No 31, 31 Jul 89 pp 15-16 

Article by Wu Guoging 0702 0948 3237; “China 


ing Up A ‘Western Passage’ to the Outside World”) 


[Text] China is now opening up a “western passage” to 
the outside world through its western territory, and 
so with utmost zeal and “full steam ahead” to 
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still to this day remained somewhat backward. 
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which almost 10 million are of the Islamic religion, who 
— numerous ties with the Muslims of the Middle 
t 


With the advent of the 1980's, the movement for reform 
ene epening up to Cp cules want cpureae Gp wate 
territory on to a developmental sirategy of “getting 
involved in the East, extending interests beyond the 
West, onent t toward both directions.” This 
means, on the one . benefiting from the imported 
technologies and capital of the eastern regions along the 
coast and dev an external-oriented economy, 
and, on the other hand, opening up a “western passage.” 
seeking a new road for openi up to the outside world. 
“Western means uli the relations of the 
northwesiern Muslims to establish economic and cul- 
tural relations with the Arab countries of the Middle East 
and entering the “Islamic economic circle,” also devel- 
oping border trade in the western parts, developing trade 
relations with the Soviet Union and Sener countries, and 
gradually developing economic and technical coopera- 
tion with the countries of Eastern and Western Europe. 


Since 1982, the western territory has indeed opened a 
| — te. The provinces of Ningxia, Tibet, 

1 have entertained many Muslim 
guests yh the Middle East, such as a tion from 
the Islamic World Federation, the Kuwait Religious 
Fund and Islamic Affairs delegation, and the chief 
mullah (interpreter of Islamic religious texts) of the Arab 
Republic of Yemen. The “Ningxia Mustim Friendship 
Delegation” and the “Tibet Friendship Delegation” 
have also visited various Islamic countries, such as 
Pakistan, . the Arab Republic of Yemen, Kuwait, 
Saudi A . the United Arab Emirates, and Turkey, 
and have had wide-ranging contacts with government 
personnel, economic and religious circles, seeking to 
establish mutual cooperation. 


The western territories were also quick to develop cultural. 
religious, and tourist activities with the Middle East. Every 
year. several thousand Muslims from the northwestern 
territones make the Se ee 
links between the peoples are also brisk contacts 
and two-way traffic in the border regions of the Middle 
East and on the Chinese-Mongohian border. with a gradual 
restoration of local trade relations. 


Unostentatious Revival of the “Silk Road” 


In September of 1985. Ningxia held an “Islamic Interna- 
tional Economic Convention,” to which the chief secretary 
of the Islamic World Federation had sent a delegation. 
delegation led 


and diplomatic envoys from the A 
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various western preness ane agrans ane See CREED 
tions in Charge of foreign economic and cultural relations 
have also established wide-rangi ranging relations with eco 
nomic, trade, banking, and cultural organizations of the 
Arab countries of the Middle East, and have achieved 
conspicuous success in their efforts. 


The two Muslim autonomous regions of Ningaia and 
Tibet, especially, have made rapid progress in their 
economic and cultural exchanges with the Middle East. 
The two autonomous are continuously send ting 
economic and trade delegations to the Middle East, 
have also repeatedly participated in the international 
exhibitions in Izmir in Turkey and the export commod- 
ities exhibition at Dubayy in the United Arab Emirates, 
and have also set up “trade windows” and offices in 
. in the Arab Republic of Yemen, in Kuwait, and in 
the United Arab Emirates. The said autonomous regions 
have been able to penetrate the Middle East market with 
such commodities as vegetables, melon seeds, live sheep, 
daily necessities, machinery, and equipment. The estab- 
lishment of such cultural institutions as the two Islamic 
sab Langu institutes in Ningxia and Tibet and the Tongain 
School in Ningxia have been able to 


—_. vs aid of over $4 million from the Royal 
felnonie ts Wovchanmnent Bank of Saudi Arabia. Ningxia is 
furthermore planning to utilize a loan of $15 million 
from the Kuwait government for the construction of a 

plant. There is also the Ningxia Islamic 
International Trust and Investment Corporation which 
is Negotiating with Egypt and other countries for a jointly 
financed clothing factory. an Islamic beverage ia 
hospital for treatment by traditional Chinese medicine, 
and other projects. 


Al present, a force of over 10,000 construction workers 
from the five provinces and regions of Shaanxi, Gansu, 

Ningxia, Qinghai, and Tibet is annually working in the 
Islamic countries of Faye. Kuwait, the Arab Republic of 
Yemen, Iraq, Libya, the United Arab Emirates, Ghana, 
and Bangladesh. The constructions they have contracted 
to build are government offices, apartments for govern- 
ment personnel, military barracks. residences. defense 
installations, and so on, which have in most cases earned 
them high praises. The amount of business involved for 
the province of Gansu alone was over $100 million. 


In April of this year. the Chinese Ningxia Islamic Inter- 
national Trust and Investment Corporation signed an 
agreement with the Saudi Arabian Arbulaka group to 
establish a jointly financed Ningxia-Arbulaka Islamic 
International Trust and Investment Corporation. This is 
the first Sino-foreign financed investment corporation 
established in the interior of China. Relevant economic 
circles believe that the contract for this joint venture 
investment corporation indicates that the western tern- 
tories are making a new start in attracting and utilizing 
the “petro-dollars” of the Middle East. and also signals a 
new phase in economic and technical cooperation 
between the western territones and the Arab countries of 
the Middle East. 
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The advantages that the Northwest has in its Muslim 
constituency, and the vitality that this advantage imparts 
with regard to economic and technical cooperation with 
the Middle East, has attracted the atiention of other 
vinces and regions of the Northwest and of the 
terior, Now, such provinces and regions as inner 
—)— Sichuan, Henan, Hebei, Liaoning, Zhejiang, 
and Jiangsu have cagerly established lateral economic 
links with the provinces and regions of the Northwest in 
» A. hope of being able to join the “Islamic economic 
ra Me 


This trend has also attracted the atiention of some East 
Asian countries. Japan has proposed to use its capital to 
de Tibet, and by the strategy of utilizing the advan- 
tage of Tibet's Muslim connections to enable Japan to 
break into the “Islamic market.” China and Japan 
nily set up a “Sino-Japanese Tibetan Development 
esearch Association,” which has started various eco- 
nomic investigations and research in Tibet. 


Incessant Increase in Border Trade 


At the same time as the western territories develop their 
share in the Middle East market, they are also vi y 
developing trade in the border regions. and this with 
very distinct benefits. 


As we are informed, the border province of Tibet and the 
autonomous region of Inner Mongolia, in addition to 
participating in the state's foreign trade. are also actively 
developing their regional foreign trade. Tibet has 
resumed, and 1s ery its border trade with the five 
union republics of the Soviet Union in Central Asia, 
among them the Kazakh, Uzbek. Kirghiz, and Tajik 
Republics, and some areas of the Russian Federated 
Republic. For this purpose. Tibet has specially set up a 
ay trade import-export company. During 1988, 
Tibet's import-export transactions in its regional trade 
with the Soviet Union amounted to 180 million Swiss 
francs, an almost 7-fold increase over the preceding year. 
—— large increase occurred during the first half of 
is year. 


As revealed by the State Statistical Bureau, border trade 
during 1988 with China's neighboring countries, the 
Soviet Union, Mongolia. and Pakistan amounted to 
$653 million, 2.37 times greater than in 1987. This was 
by far a much faster increase than the increase in 


intergovernment trade. 


It is noteworthy that presently, regional border trade of 
China's western territories is expanding into such areas 
as contracting for engineering projects. joint ventures. 
processing of imported materials. labor cooperation, and 
scientific and technological interchanges. Furthermore. 
the above-mentioned economic and trade cooperation 1s 
now extending beyond the border regions into the inte- 
rior. We are informed that among the regions of the 
Soviet Union that have started regional trade operations 
with Tibet, in addition to the five union republics of the 
Soviet Union in Central Asia and including three large 
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border regions and prefectures of Siberia, make alto 
her eight large regions. Tibet has also linked up with 
ve other northwestern provinces and regions, as well as 
with Sichuan, Guizhou, and Henan in the development 
of border trade with the Soviet Union. 


Brilliant Prospects for the “Silk Road” 


Opening up the “western passage’ has received vigorous 
support from the state. The state enacted many prefer- 
ential policies for Tibet, Inner Mongolia, and other 
border provinces, allowing them the right to examine 
and approve import and export goods, exemption from 
customs duties for import and export goods, allowing 
some ports to open up to third countries, supporting the 
construction of some important communications facil- 
ties, and so forth. 


Al present, relevant provinces and regions of the western 
territory are making efforts to improve their investment 
climate and are prepared to allow greater freedom in 
their quest for further development. Tibet and Ningxia 
have put forward plans for the establishment of a “spe- 
cial economic zone for the border area” and a “Yin- 
chuan Islamic special cultural and economic zone,” 
these plans are now under discussion. At the same time, 
supported by loans in the form of commodities from the 
Soviet Union, Tibet has stepped up the construction of 
the North Tibetan railway line, which is planned to reach 
Alashankou at the Sino-Soviet border in 1990, linking up 
with the Soviet railway system. In due course, this 
railway will become a “land bridge” linking the two 
continents of Europe and Asia. The Xianyang interna- 
tional airport in Shaanxi and the large Caopabao airport 
in Qinghai are now most energetically being recon- 
structed. The Tibet and the Xi'an airline companies are 
in the process of buying several large passenger planes to 
improve air traffic. ides. several provinces and 
regions are also building bases for the supply of such 
industrial and agricultural export commodities which 
sell well in the markets of the Middle East and Eastern 
Europe. 


In the opinion of two personalities, Zhang Yongqing 
[1728 3057 1987}, deputy director of the Ningxia Insti- 
tute of Social Sciences, studying the topic of “ Northwest- 
ern development in relation to opening up to the outside 


world,” and Yu i (0151 2182 6311), director of 
the Ningxia Institute for the Study of Islamic Countries 
of the Middle East. opening up the western passage ts an 


inexorable trend of the northwestern territory in the 
wake of opening up to the outside world. as it 1s also a 
shortcut in the development of foreign economic rela- 
tions of the western regions and in the promotion of 
economic developments in the western terntones. It will 
not only allow China to enter the Islamic market of the 
Middle East. but will open another important passage for 
investments in China by Eastern and Western Europe. It 
will, at the same time, establish a new pattern of multi- 
faceted facilities for China to open up to the outside 
world. The present peace initiative in the Middle East 
and the normalization of Sino-Soviet relations provide 
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an excellent opportunity for the western territories to 
open up to the outside world, 


40060747b Beijing JINGJI RIBAO in Chinese 
16 Sep 89 p 2 


Article by Fan Baoren 2868 1405 0088; “The Rural 
: — Responsibility System Retains Great 
itality™ 


[Text] The stagnation that has crept over ural 
production in recent years has subjected the 


The Root of Rural Is Not Production-Linked 
pA 4 


As production-linked responsibility contracting was imple- 
mented, peasants gained autonomy in production, food 
and clothing needs were met in vast majority of 

, . So what caused 
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Thus, it is apparent that agricultural stagnation 
from the fact that certain policies have violated the law 





A ly ye ae 
short-sighted behavior. the problem on house- 
hold contracting is neither objectively realistic nor fair. 


Household 
Level of Rural 


People are unlikely to forget the operational model and 
massive scale of “the three levels of ownership, with 
team as the basis.” We carried that “iron rice bowl” of 


Is Consistent with the Current 
Forces 


contracting, mobilized peasant enthusiasm, and 
enabled China's stagnant agricultural production to 
achieve rapid in a few short years. Agricultural 


development spurred an upsurge in the entire national 


great vitality. Experience in rural reform instructs us tha 
to develop rural economy we must abide by the law of 
value and safeguard peasant interests, lest peasants 


refuse to cooperate. The bizarre cycle which began with 
“difficulty in selling pigs,” and led to “difficulty in 
by rapid growth in live pig 

; is evidence 


that cities in . 
Experience has shown that this is untenable. 
Undermining and repudiating contracting 
will surely produce dire consequences. 
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mechanisms is urgently needed so as to complement the 
production mechanism and ensure that it functions 


properly, 


Land Policy Must Be Stabilized 


The policy on household land-use contracting, which 
separates ownership and use of the land, is a product of 
the line established by the 3d Plenary Session of the | lth 
Central Committee upholding reform, combines the 
fundamental tenets of Marxism and Chinese conditions, 
was drawn up on the basis of a summarization of 
innovations introduced by the masses, embodies the 
basic spirit of the guiding ideology and strategy of the 
party's rural work during the a 9 me stage of 
socialism, is consistent with the level of development in 
productive forces achieved in most villages, and thus will 


play a positive role. 


The success or failure of reform will be determined by 
whether or not reform can exploit the advantages of 
socialism, mobilize peasant initiative, and meet the need 
to develop productive forces. Experience in rural reform 
shows that household contracting has proved very suc- 
cessful. In Anyang, Puyang, and Hebi in northern 
Henan, for example, policy stipulates that peasants are 
to contract to farm the land for 15 years, without 
alteration, and responsibility contracting has been prac- 
ticed for only 7 years, having been implemented on a 
trial basis in the winter of 1981, expanded throughout 

each aforementioned city in the arin of 1982, and 
completely implemented by the winter of the latter year. 

The system has proved very effective in promoting 
development of productive forces, so we should continue 
it and let it unleash even more energy. Rash repudiation 
of the system will undermine the credibility of the party's 
policy on rural reform, with dreadful consequences for 
agriculture, indeed, the entire economy. 


Household contracting appeals to the broad masses of 
peasants. Surveys show that most peasants support this 
form of production because producer units based on 
blood ties possess clear, independent economic interests; 
land forms the psychological and material basis of 
peasant operational autonomy; and peasants, so long as 
operations are profitable, are willing to input animals, 
implements, machinery, funds, technology and labor in 
order to maximize returns. 


The fact that some peasants still fear policy “reversals” 
provides clear evidence of peasant attachment to and 
support for land contracting. Thus we must unequivo- 
cally affirm the importance and necessity of household 
contracting. If changes are required, they should be 
effected pragmatically in line with reform policy, with 
objective conditions, and with peasant demand [so as to] 
bolster, improve, and adjust household contracting and 
make it more acceptable to peasants. Such an approach 
will provide peasants with a sense of stability and 
security with respect to policy, reassure and enable them 
boldly to farm, and promote the development of rural! 
productive forces. 
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Some localities, principally coastal areas and the rural 
and suburban districts of large cities, have achieved good 
results in preparations for and pilot tests of large-scale 
farming. China is vast, regions vary greatly in all sorts of 
ways, [so] adopting different modes of farming in accor- 
dance with local conditions will faci'state development 
of agricultural ion. We have — opposed 
impractical and blind insistence on “one knife for every- 
yet ripe for widespread mplemeniaton 
implementation of large-scale 
farming the aforementioned cities and 
na's rural economy remains undevel- 
oped. py a te 
bound to create many insoluble 


ties. For example, it will be impossible to effect success- 
fully a major shift of labor out of a 
sectors for a while. Some 


y develop nonagricult 

facilitate labor shift This approach doubtless is correct. 

and cannot be achieved 
ive wish and actual results 
often diverge widely. tedod. planning and implementa- 
tion can be two different matters 
projects in ree A localities have 
hang-ups of funds, technology, raw materials and the 
like. This objective cannot be attained in the short term. 
Surveys show that most households in economically 
developed combine industrial or commercial 
occupations with farming and that few households have 
totally withdrawn from agriculture. Furthermore, 
farming provides a much greater sense of security than 
do other occupations, and few [peasants] are willing to 
abandon the land. Therefore, fai to take objective 
conditions into account and to tailor measures to local 
conditions and blindly promoting labor shifts and con- 
centration of land for are impractical 
and unworkable. Use of coercion to do that will provoke 
vicious retaliation. 


Color TV Production Less Dependent on Imports 


OW 1310002989 Beijing XINHUA in English 
0909 GMT 12 Oct 89 


[Text] Beijing, October 12 (XINHUA)—China has made 
remarkable progress in recent years in relying on itself to 
produce color television sets in oe ote ¢ ee 
imports and technical renovation, the PEOPLE 
DAILY reported today. 


China can now produce 90 percent of the supplementary 
components for color TV sets. The cost of component 
imports per set has been reduced from $60 to $20. 


Since 1987, the country has purchased 40 production 
lines for color TV components. 


Now the country can not only assemble color TV sets but 
also design new models including remote-controlled TV 
sets. 
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The quality of color TV sete assembled with Chinese 
made components has also been improving steadily 


China is also able to produce raw materials for color TV 
production, which every year saves more than $) million 
in foreign cachange that was previously used for imports 


Oy the Ministries of Metallugical Industry and Chemical 
Industry and China Petrochemical Corporation 
Sy Spee 6 Cunt Soectnen 


HK 1810104989 Beying CEI Database in English 
0947 GMT 18 Oct 
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Foreign Investment, Trade Up in Sichan's 
Chongqing City 
OW 2110142189 
1516 GMT 20 Oct 


[Text] Chongqing, October 20 (XINHUA)—Foreign 
economia and technological cooperation talks ended 


ng XINHUA in English 


The newly founded Chongqing Export and 
Import Company has clinched a deal worth more than 
$10 millon with foreign business peopic 


machinery involve more than $1 million cach 
One Si joint venture was approved with a total 


investment of $1.02 million. including $48 3.800 of for- 
cign invesiment. 





JPRS ARB. 108 
November 
ECONOMIC ZONES 


Jee Seances Sane Cngpeven’ Covectment 


O0W02/0/ 30089 XINHUA in English 
0158 GMT 2 Ow 

(Text hy Ahoy ——y ay hI 
4 = 1 invest less than $40 million 
in the Yantai ¢ Development Zone of casi 
China's Shandong Province can now finish all their 
approval procedures within 20 days 
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Section | Grim Grain Situation 
Numerous mayor errors occurred in the 
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Easing Tension in the Grain Situation 


(CHINA TODAY, FOOD GRAIN] in Chinese 


88 Chapters 4-5 pp 104-171 
the 
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a production team or a production brigade, for peasants 
living more distant from the messhall, particularly peas 
ants iN MOUNTAIN FegioNs, it was very inconvenient to have 
10 go to the public mess hall to eat. For old people and 
ch , going back and forth on foot was even more 
difficult. Commune members were very disgruntled. In 
1959, when serious grain difficulties had already occurred, 
the CPC Central Committee proposed distribution of 
grain rations to individual household, the policy of volun- 
lary eating in mess halls, savings reverting to units them- 
selves being maintained. Some specific remedial actions 
samp Gian Gian auch anamnenanmmens Ganhalb eters 


iow oun weneteeee Cites Sy Co pues of more 
bles in order to have a miature — a 14 


eat. Although some areas to carry out this CPC 
Central Committee policy fairly well, other places also 
disbanded the rural commune mess halls. However, most 
places continued to allow peasants to eat out of the mess 
hall“ common pot" in the practice of egalitarianism, 
which not fundamentally solve the problem. By May 
1961, when Zhou Enlai, Deng Xiaoping, Pengzhen, and 
Hu Qiaomu conducted a rural survey, they reported to the 
CPC Central Committee that commune members univer- 
sally disapproved of communal mess halls, and that the 
“supply system” did much harm. Commune members 
taking part in production labor wanted workpoints calcu- 
lated on the basis of the amount of work they did. Mao 
Zedong approved and forwarded their survey report. At 
the same time, when Liu Shaoqi conducted a survey at 
Tanzichong in Ningxiang County, Hunan Province, he 
also said that “mess offering no advantages should be 
disbanded, there is no benefit to be gained from forci 
them to continue.” During May and June 1961, the 
Central Committee again revised “Rural People’s Com- 
mune Work Regulations (Draft).” which the Guangzhou 
Work Conference had drawn up in March of the same year, 
drawing up “Rural People's Commune Work Regulations 
(Revised Draft). This revision eliminated some of the 
supply system provisions, and shut down the communal 
messhalls, thereby solving a major problem of egalitari- 
anism among commune members in people's communes. 
Only thereafter did all jurisdictions th t the 
country disband the rural communal mess halls and dis- 
tribute grain rations to individual households. Commune 
members happily returned home to cat. 


The mistakes made during the “Great Leap Forward” of 
high grain estimates, high requisition procurement, and 
the practice of egalitarianism in distribution seriously 
dampened peasant enthusiasm for production, wrecked 
agricultural production, and caused serious hardships in 
the daily life of the peasantry. Urban population increased 
too much during these years and grain sales shot up, while 
the grain rations of city and town residents repeatedly 
declined. In addition, a decline occurred in the amount of 
grain for use in nonstaple foods; supplies of meat and 

were lacking; nutrition was poor, and the level 
of health declined. During this period, large numbers of 
people in both cities and the countryside suffered from 
edema and hepatitis, and in some areas, particularly rural 
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vil where an abnormal number of deaths occurred, 
this was an extremely profound one. 


Section I, Forceful Action Taken To Reverse the 
Difficult Situation 


1 Strengthening Leadership To Overcome the Serious 
Grain Difficulties 


During the S-year period of hardships, grain output 
declined tremendously, and the conflicts between pro- 
duction and demand, and between supply and demand 
were extraordinarily prominent. Revival and develop- 
ment of grain production and doing a good job of 
distribution to insure military and civilian grain needs 
were important issues at that time. Both the CPC Central 
Committee and the State Council devoted extraordi- 
narily serious attention to the production and distribu- 
tion of grain. 


In a letier to all provinces, autonomous regions, and 
counties, and to cadres at all levels in communes and 
brigades during April 1959, CPC Central Committee 


Chairman Mao said, “Extremely close attention 
must be given grain ... Very, very close attention must be 
given to harvesting. , and consumption each year.” 


“For 10 years there is to be no boasting or high-sounding 
words. It will be extremely dangerous to say such things. It 
must be understood that ours is a large country with a 650 
million population in which getting enough to eat is a 
matter of paramount importance.” This letter from Mao 
Zedong played an important role in impelling cadres at all 
level to pay very strict attention to grain work 


In order to reverse the difficult situation, on 10 A 
1960, the CPC Central Committee issued “Instruct 

on the Whole Party Moving To Make Great Efforts in 
Agriculture and Great Efforts in Grain,” which said that 
agriculture is the foundation of the national economy, 
and grain is the foundation of the foundation. The 
strengthening of agriculture will be a major tasks for the 
whole party for a long period of time. All trades and 
industries must place assistance ih noua in @ posi- 
tion of prime importance. Positi nothing may be 
allowed to impede agricultural production and grain 
production. This instruction required as follows: Need 
for resolute staffing of the agricultural front, labor forces 
on the grain production front first of all. Efforts in both 
the cities and the countryside must be made to insure 
that the labor force engaged in agricultural production 
during the busy seasons in agriculture will be at least 80 
percent or more of the total rural workforce. The scaie of 
rural water conservancy construction and all other con- 
struction must be resolutely curtailed. The number of 
civilian laborers working on water conservancy construc- 
tion must be reduced from the original 70 million to 10 
million, the workforce thus cut being used to staff the 
front line of agriculture production. One hand must take 
firm grip on production while the other hand takes firm 
grip on daily life to do a genuinely good job in both 
planning the use of grain and conserving the use of grain. 
Grain ration standards must be kept low; large amounts 
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of melons and vegetables musi ve grown, and substitute 
foods and substitute products are to be used in a big way. 
(This was commonly termed “low standard and melon 
and v substitutes” at the time), By way of 
readjusting the national economy to achieve the require: 
ment to go all out > Gee, and to go all out in 
grain, the CPC Central Miltee also drew up a series 
of policy regulations. In ratifying and forwardi 
report from the State Statistical Commission Leading 
Party Organization in September 1960, the CPC Centra 
Committee said agriculture must have prime position in 
the national economy during 1961, and all productive 
construction endeavors were to be readjusted, consoli- 
dated, filled out, and standards raised in the course of 
development. Central Commitice “Emergency Instruc- 
tions on Rural People's Commune Current Policy Ques- 
tions” (Article 12) of November 1960 contained explicit 
provisions with — to upholding the tri-level system 
of ownership in h production teams were the foun- 
dation, complete correction of the mistake of permitting 
egalitarian and indiscriminate transfer of resources, and 
insuring labor forces needed for agricultural production. 
“Rural People's Commune Work Regulations (Revised 
Draft)” (Article 60), which the CPC Central Commitice 
drew up in May 1961 provided explicit provisions for 
the management system, the distribution system, and 
management and administrative problems in com- 
munes. The implementation of these major policy mea- 
sures played a major role in overcoming difficulties in 
moving ahead. 


During this period, State Council Premier Zhou Enlai 
took a personal interest in grain work. He devised 
strategies, labored long and hard, and invested much 
painstaking effort in the food problem of the people of 
the whole country. During the 2 years and 4 months 
period from June 1960 through September 1962, he had 
more than | 15 talks with those concerned with the grain 
issue. He personally reviewed grain plan tables page by 
page. A look at just 32 grain plans for the period | 960 
through 1963 that the Premier's Duty Office returned to 
the Ministry of Grain Office in December 1965 showed 
Premier Zhou's handwriting on each sheet in a total of 
994 places. This included marks in red or blue pencil in 
639 places, and readjustment or revision of plan figures 
in 207 places. He made calculations along the edges of 
tables in 50 places, wrote comments and numbers in 9! 
places, and revised the forms in 7 places. For example, 
on the table titled, “Estimate of Grain Contract Produc- 
tion Output and Requisition Procurement for |962- 
1963." Zhou Enlai penciled red or blue notations in 145 
places, and readjusted and revised figures in 40 places. 
He did calculations at six places along the margins of the 
table, and he wrote figures in 70 places and comments in 
seven places. The entire table is covered with the pre- 
mier’s handwriting showing how much Zhou Enlai was 
concerned about grain procurement, marketing, alloca- 
tion, and storage plans. Chen Guodong [7115 0948 
2767), the Ministry of Grain Leading Party Group 
secretary at that time recalled that “during the three year 
period of hardship, | went to see the premier several 
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times cach week, mostly to talk abou ‘Dewalt problems. 
Usually, he sent for me evenings, U I went to his 
office. Sometimes | went at 9, 10, 11, or 12 o'clock at 
night. We talked until 3 or 4 am, Sometimes | didn't go 
until 2 or Jin the morning.” The Deputy Grain Minister 
at that time, Yang Shaogiao [2799 1421 2890) said that 
the prime minister called me to operate the abacus 
making careful calculations. The Premier personally 
allocated grain, “Actually, it was Zhou Enlai who per: 
sonally planned grain distribution work during these 
several years. He was the ‘commander-in-chief! in 
solving grain problems at that time.” 


The broad masses of cadres, staff members and workers 
in grain riments at all levels worked under leader- 
ship of the CPC and the people's government to even out 
grain surpluses and shortages to solve the grain difficul- 
ties. Day and night, they applied themselves diligently to 
State requisition grain procurement, marketing, alloca- 
tion and transfer, storage, and processing. Cadres, staff 
members, and workers from top to bottom in grain 
departments set a personal example. They took the lead 
in sy their grain ration standard. Numerous com- 

ed continuously day and night thinking 
nothing of hardships. Personne! in grassroots grain 4 
nizations worked in all kinds of weather, their bod 
covered with sweat on sunny days and plastered with 
mud on rainy days. They shuttled back and forth among 
production teams doing a lot of hard work in helping 
production teams store and use grain to provide for the 
pany egy cape my? ap thy ede weigh and 
move into storage the grain that they had harvested and 
threshed, and they verified grain output, enabling the 
equitable distribution of limited grain. They also fre- 
quently went to rural production teams to find out the 
grain production, purchase, sales, and retention situa- 
tions as well as the masses’ living circumstances. They 
conducted planning for propaganda and education in the 
use and conservation of grain, helped production teams 
select seed grain to be kept, set up grain storage organi- 
zations, summarized and spread experiences in grain 
storage, passed along grain storage techniques, doing a 
good job in rural grain storage work. 


CPC and people's government strengthening of leader- 
ship in grain production and distribution work played a 
very great role in reversing the difficult situation. By 
1963, the grain situation began to take a turn for the 
better. 


il, Curtailment of Grain Sales To Lighten the State's 
Grain Burden 


Faced with a situation of continued tremendous decline 
in agricultural production that occasioned an extreme 
shortage of grain supplies throughout the country, the 
CPC Central Community resolutely adopted a series of 
major measures including reducing the population of 
cities and towns, restructuring and curtailing the amount 
of grain sold in cities and the countryside, and loan sales 
of grain to rural villages. 














JPRS-CAR-H9- 108 
5 November 1989 


1) Lpusnes Grain Ration Standards for the Urban 
( 


In September 1960, the CPC Central Committee issued 
“Instructions on Restructuring of Urban Grain Sales and 
Lowering of Grain Ration for the Urban 
Population” in a decision to lower grain ration standards 
for urban residents at once. The overall principle for 
grain supply to cities was a combination of reduction and 
maintenance. Specific measures were as follows: a) 
Grain ration standards for urban were to be 
lowered qoemany 2 jin per a month. 
However, for workers in high temperature, high altitude, 
and mining occupations, as well as workers doing other 
strenuous physical labor, there was to be no reduction in 
n ration standards. Rations were to be maintained. 
) The urban population was to be mobilized to go to 
rural villages; however, this work was to be done in 
conjunction with making rural living arrangements. 
Checks of the population, checks on the kinds of work, 
and checks on grain ration amounts were to be con- 
ducted in an intensification of population control, with 
strict enforcement of the grain control system. All loop- 
holes for making fraudulent applications and claims and 
the wasting of grain were to be plugged to cut down on all 
unnecessary grain subsidies. Institution of a sirict system 
of supplying grain against grain ration coupons to city 
food and beverage businesses, and for making pastries 
and other grain products, collecting grain coupons for all 
n needed for food. c) Grain ration standards for the 
out suburbs of large cities were to be the same as for 
rural areas in general. Some special preference in grain 
rations were to be accorded peasants growing vegetables 
in close-in suburbs; however, their rations were to be 
close to those in far-out suburbs. 


In accordance with the ng CPC Central Com- 
mittee instructions and grain ments’ requirements 
for the strengthening of city and town grain supply plan 
controls and the perfection of supply systems, all prov- 
inces, autonomous regions, and municipalities under 
direct central government jurisdiction carried out a 
general restructuring of grain supply to cities. They 
reduced grain ration standards, reduced inequitable 
grain supply, and strictly enforced a grain control 
system, achieving fairly good results. For example, the 
Beijing Municipal CPC Committee established the 
“Grain Restructuring Office,” which carried out grain 
restructuring throughout the city. The municipal CPC 
committee secretary, Liu Rengin (049) 6024), 
convened a mobilization meeting of leaders in central 
government, municipal, district, and county organs and 
public agencies at which he relayed the spirit of CPC 
Central Committee instructions. The municipal CPC 
committee responsible for financial and trade 


work, Fan Rusheng [5400 0320 3932), personally con- 
tacted all departments, committees, and offices, and all 
systems for individual study of implementation of 
instructions on grain cutbacks, calling upon CPC com- 
mittees and all levels in the CPC to insure fulfillment of 
quotas. Following 3 months of restructuring, 2.44 mil- 
lion people throughout the city cut back their grain 
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rations by 6.23 million jin ina 3.3 jin per capita cutback 
In addition, verifications of population, verifications of 
kinds of employment, and abolition of untain grain 
assistance cul back grain supply by 5.4 million jin per 
month, Together, the two measures reduced the supply 
of grain by 13,53 million jin per month. On the basis of 
a citywide population of 4.5 million receiving grain 
— this amounted to a cutback of 419 per capita per 
month. 


Simultaneous with restructuring of urban giain sales was 
cutbacks in standards for the amount of grain that rural 
villages kept. In “Instructions on Lowering Rural and 
Urban Grain Ration Standards” from the CPC Central 
Committee in September 1960, the following was stipu- 
lated on the basis of different circumstances: Standards 
for rural grain retention were to be maintained at YOO jin 
of raw grain per capita for the whole year from south of 
the Huai He to the Zhu Jiang basin, somewhat less for 
disaster areas. Bumper crop areas could increase the 
amount slightly, however, the Maximum was Hol to 
exceed 400 jin of raw grain. For areas north of the Hua 
He, the ration was to be cul to Aimately 300 jin of 
raw grain per capita for the year. For frigid areas 
such as northeast China, the amount could be somewhat 
higher. For major disaster areas in all provinces. the 
amount was to be reduced to less than 300 jin per capita. 
Subsequently, in “Several Regulations on Grain Work 
During 1961-1062," which was issued in September 
1961, the CPC Central Commitice said that the state 
would generally not supply additional grain to grain 
short production brigades in grain producing areas. The 
problem could be solved by evening out surpluses and 
shortages between one production brigade and another. 
or between one commune and another The principle to 
be followed in such evenings out should be voluntary 
participation for mutual benefit, exchanges of cqual 
value, lending and repayment, repayment of what was 
loaned, and no cgalitarianism and indiscriminate 
transfer of resources. Both parties were to sign agree- 
ments and conduct affairs strictly im accordance with 
agreements. This method for evening out surpluses and 

that communes and brigades collectively orga- 
nized ly solved the grain shortage in some com- 
munes and brigades and reduced the state's gram 
burden. 


(2) Reduction of City and Town Population 


In order to readjust relationships between cities and the 
countryside, increase the rural workforce, revive agricul- 
tural production, and reduce the country’s grain burden. 
from 1961 through 1963, the CPC Central Commitice 
took major actions to reduce city and town population 
and to retrench staff members and workers in organiza- 
tions. At the work conference that the CPC Central 
Committee convened in Beying in May 1961. Chen Yun 
delivered a speech on the retrenchment of staff members 
and workers, and the movement of city populations to 
the countryside. He said that — the following year 
the amount of grain in the hands of the state would be 
less than currently inasmuch as the amount of grain in 
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storage would be less, and there would be no grain in 
siorage 10 be tapped in the following year It had to be 
acknowledged that mobilization of urban populations to 
go to the countryside was a very difficull task Neverthe: 
less, unless this was done, even more serious problems 
and difficulties would arise. A decision had to be made 
to mobilize urban populations to go to the countryside, 
and it was better to make this dec earlier rather than 
later, Only by so domg could the whole situation be 
stabilized and the uplifting of ture be assured. 
Following the meeting, the CPC Central Committee 
drew up “Nine Pertaining to Reduction of City 
and Town tions and Curtailing City and Town 
Cirain Sales.” main points in this regulation were as 
follows: A) The CPC Central Commitice called upon 
CPC commitices at all levels, primarily all central 
bureaus and CPC committees in all provinces, autono- 
mous regions, and municipalities under direct central 
government jurisdiction personally to lead the reduction 
of city and town population, conducting a full political 
mobilization, and carrying it out in a planned, step- 
by-step way in groups over a period of time. Within a 
period of 3 years, a reduction of 20 million or more was 
to be made in the 1960 city and town population figures. 
at least 8 million of them in 1962, and winding up during 
the first half of 1963. B) City and town population 
reduction was to be done in conjunction with curtail- 
ment of the amount of grain sales. Grain sales to cities 
and towns during the 1961-1962 period were to be cut to 
between 48 and 49 billion jin, 3 to 4 billion jin less than 
in the previous year. C) Central and local authorities 
were to verify city and town population figures, ferret 
out the population that had entered from elsewhere and 
lacked household registration, making sure that popula- 
tion and grain figures 


central government jurisdiction. There were to be no 
cuts in grain ration standards for personne! in enter- 
prises or public agencies working full time. Following 
verification, ration standards for workers doing heavy 
labor in these enterprises and public agencies were to be 
set by individual provinces, autonomous regions. and 
municipalities under direct central government jurisdic- 
tion. E) In order to recover to the grain output level of 
1957 during the succeeding 3 years (1961 through 1963), 
both central and local authorities were to work out plans 
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for industry and business support to agriculture simul: 
taneous with the rectification of incorrect work styles 
and the rectification of society. 


In order to give substance to the foregoing Measures, on 
16 June 1961 the CPC Central Commitice further issued 
“Emergency Instructions on the Verification of Urban 
Population and Crain y.” which provided that 
months between that time 


country, 
particularly in 183 large: and medium-sized cities. The 
INSIFUCHION spect required the following: 1) Checks 
to verify population grain to be issued sirictly in 
accordance with actual population figures, one ration per 
person, the figures for 


eS Sa nm 
ight labor had the ration of those performing heavy 
labor, and those at a low standard ate rations at a higher 


scattered residents im general) were to be 
verified, the being placed on collectively regis- 
tered units. 4) grain use plans of food and beverage 


grai 
8th of the same month, the CPC Central Commitice 
“Notice on Various Problems in the 


able results. In 1962, the commodity grain cating non- 
agricultural population nationwide dropped to 109.4! 
million versus 136.35 million in 1960, a 26.94 million 
decrease) Meanwhile, the agricultural population had 
increased from $25.72 million in 1960 to 563.54 million 
in 1962, a 37.82 million increase. The decrease in the 
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urban commodity grain cating population, and the 
increase in the rural workforce spurred revival of agri- 
cultural production for a lightening of the state's a 
burden, During this period, city people actively 
responded to a call, enterprises, ic agencies, official 
organizations, official and street residents’ com: 
Mittees organizing staff members and workers, and res- 
idents for self-assessment and public discussion of fur- 
ther reduction of grain ration standards. Use of grain by 
industries and businesses was also curtailed, substitu: 
tions to conserve industry use of grain being vigorously 
promoted. All these actions enabled a reduction in grain 
sales nationally from 96,7 billion jin in 1960 to 68.5 
billion jin in 1962, a 28.2 billion jin decrease, This 
included a reduction in sales to t on 
population in cities and towns from 63.1 billion jin in 
1960 to 47 billion jin in 1962, a 16.1 billion jin reduc. 
ton. tural sales were reduced from 33.6 billion 
jin int to 21.4 billion jin in 1962, a 12.2 billion jin 
reduction. In 1960, China had a net deficit of 15.6 billion 
jin of grain after balancing receipts against ¢ tures, 
plus a net export of 2 billion jin for a total tof 17.6 
billion jin, which was made up from grain in storage. 
Following reduction of the city and town population, 
and curtailment of grain sales, the net grain deficit in 
1962 was 5.5 Seen Ge Soere Seas cas 
expenditures. After importing 8.9 billion jin of grain, the 
country had a 3.4 billion jin on hand for replen- 
ishment of reserves in storage. 


(3) Institution of the Loan Sales System in Rural Villages 


of grain in rural villages after 1961, the state 


following year, they the state. instituts 
to the following 
not make loan 


3 


= 
eg 


sale grain had to be ret 
Grain could not be loaned and forgotten; diligent 
had to be made to recover it. In addition, 
teams could not offset loan sale grain ts agal 
their requisition procurement quotas. grain short 
production teams in cash crop areas, grain short produc- 
tion teams in major disaster ercas, and pastoral regions 
ope through monopoly sales. They were not 
eligible loan sales. 


: 
i 
i 
zi 


> 
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sales of grain fair, in stabilizing the grain situation, and 
in promoting agricultural production, Liaoning Province 
summarized its work in grain loan sales as having the 
following benefits: 


1) After instituting nh loan sales to disaster stricken 

areas, lending it in years and recovering it in fat 

years, each year the state was able to recover a portion of 

the grain that it loaned for sale, adding to the state's 

re During 1962 and 1963, Liaoning Province 

a total of 243.03 million jin of grain, 30.7 million 

in, or 12.6 percent, of which it recovered by 196), 

the amount of grain recovered was not large, 1 

played a positive role in —— the country's grain 
shortage and stabilizing the grain situation. 


2) Loan sales differed from monopoly sales in that loan 
sales had to be repaid. This made the masses plan grain 
use and conserve grain use since the state might sell them 
less grain. Some communes in Xi 
nally reported a 290,000 jin 

and September 1972, which they asked the state to 


system, 

150,000 jin. Commune members in 7” said. 
“Borrowed grain has to be returned the autumn 
harvest; it is better to eat less and use grain thriftily so 
there is a smaller hole the following year! Rural grain 
sales Province were 340 million jin 
2 largely because of the institu- 
tion of the loan sales system. 


production has improved, we return it to the state. When 
borrowed grain is returned, it is not difficult to borrow 
n.” In 1962, the state made a loan sale of 11,500 jin 
grain to Beiangtun Production Team in Xicheng 
Production Brigade of Pikou Commune in Xinjin 
County. The 1963 autumn harvest was a bumper one, so 
the state asked them to return 7,000 jin of the grain that 
discussed it and said: 


| 
| 
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ML Strengthening the Domestic Grain Allocations and 
Grain Transfers To Insure Miltary and Civilian Supplies 


For 4 years in a row beginning in 1958, the state's grain 
receipts were less than disbursements, the amount of 
grain in st became increasingly scant. Greater cen- 
tralization of allocation and transier work became 
increasingly important in order to balance gram sur- 
pluses and shortages between one area and another to 
insure market grain supply. 


Foremost im this centralization was CPC Committee 
strengthening of the leadership of this work. CPC Central 
Commitice “Instructions on Effective Curtailment of Grain 
Sales” issued on 2! April 1959 said, “The situation during 
this period requires that the principle of greater centraliza- 
tron must be instituted in the leadership of grain work. All 
the allocation and transfer orders that the CPC Committee 
has issued must be resolutely implemented. This is posi 

lively necessary in order to concentrate forces to deal with 
the difficult situation.” On 27 April of the same year, Li 
Xiannian said the following at the All-China Conference of 
Finance and Trade Secretanes: “In order to stabilize the 
current grain situation, the CPC Committee has proposed a 
system of ‘one cutback, two readjusiments, and three 
matches.” By this is meant reasonable cutbacks of urban 
sales, resolute fulfillment of allocation plans, matching of 
different kinds of grain, and urging people to cat whatever 1s 
available.” Later on in a speech to a meeting that the CPC 
Committee convened in Shanghai, he stressed the following: 
In order to forestall temporary failure to make delivenes on 
tume resulting in the depletion of stocks and loss of confi- 
dence, when the need is urgent, the CPC Central Committee 
and the State Council may make ad hoc shipments of some 
grain from provinces and regions in which differential 
allocations have been fulfilled when there 1s a substantial 
amount of grain in storage, and in which transportation is 
fairly readily available. 


Good planning of grain allocations during the hardship 
period generally required the building of three “defense 
lines” beginning with consultation between the Minister of 
Grain and local governments. This was followed by dis- 
cussions between the CPC Committee secretary in charge 
of finance and trade work and the Premier of the State 
Council himself. For grain allocations of 10 million jin or 
more, the premier personally rendered the ultimate deci- 
sion. After 1959. not only were annual allocation plans 
handed down by the CPC Committee and the State 
Council, but quarterly allocations were also prepared and 
handed down by the CPC Central Committee. By 1960, 
the CPC Central Committee also notufied CPC committees 
at all levels to execute numerous monthly allocation plans. 
Ministry of Grain personnel in charge usually presented 
oral reports on the execution of grain allocation plans to 
the CPC Central Committee and the State Council, simul- 
taneously forwarding tables showing progress every 10 
days (or sometimes every 5 days) on annual grain alloca- 
tion plans. By 1961, not only was there an increase in the 
importation of grain for which the central authorities 
arranged allocations, but there was also a great increase in 
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the grain used for special purposes that the central author- 
ilies © . The situation was extremely complex, 
Thus, State Council Premier Zhou Enlai personally 
Soapest a “Central Grain Allocation and Transfer Plan 
Table,” which showed the status of allocations among 
different provinces, and central authorities’ expenditures 
of grain, For more than 20 years thereafter, this table 
continued to be used to present central authorities’ grain 
expenditure and allocation plans, and to check on the 
status of their execution, 


Second was the transfer of large amounts of grain in 
storage. For example, when 19 provinces and autono- 
mous regions shipped grain outside their jurisdictions in 
1960, not only did 11 of them ship all of the surplus 
between purchases and sales in accordance with plan, 
bul they also shipped some grain out of storage. Seven of 
the others made shipments entirely from storage since 
their current year plans provided no surplus between 
purchases and sales. During this year, || rice producing 
areas in south China shipped 9.06 billion jin of grain, 
7.28 billion jin ¢ which was shipped from storage 

Notably, during the 3 year period from 1958 4 
1960, Sichuan Sviaos chigpad sore than 4.7 biliee 
jin of grain from storage, including more than 2.5 billion 
jin in 1960. During this same year, Heilongjiang Prov- 
ince also shipped more than 1.8 billion jin from storage. 


Third was seasonal reallocation. This was done 
ee bees on During 
grain in storage throughou 
unevenly distributed between one area and another. C 
quently, at summer and autumn harvest time 
early crop wheat and barley, and early crop paddy 
south were shipped to the northeast to provide 
markets in the northeast before the autumn grain 
brought in. (This was known as “using the early to 
late.) Later on, in the winter and the spring, late grain 
from the northeast were shipped in reverse to grain-short 
areas south of the Great Wall to relieve the dearth of grain 
in the spring. (This was known as “using the late to help the 
early.”) During 1961 and 1962, these seasonal grain ship- 
ments among provinces occupied 12.3 percent of the total 
imterprovince transportation. This included the increased 
interprovince shipments of 2.63 billion jin of grain 

Jilin and Heilongjiang Provinces in 1961 as 

seasonal reallocation of grain supplies. This 
“using the early to help the late,” * and “using the late to help 
the early” during the same year played a positive role in 
assuring grain supplies for the armed forces and the civilian 
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population. This was essential during this period of grain 
difficulties. Nevertheless, this way of doing things wasted 
transportation and increased costs causing economic losses. 


It also hurt the livelihood of the people of northeastern 
China to a certain extent. Thus, once the grain situation 
improved in 1963, it was stopped. 


IV. Importing Grain To Ease the Tension Between Supply 
and Demand 


The bad effe 


.. ark of the high quotas and the 
tendency towaiu ex. 


‘ration in agricultural production 
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during the "Great Leap Forward” showed up not only in 
the high requisition procurement of grain, but also in the 
grain import-export trade. For 3 consecutive years begin- 
ning in 1958, the large amounts of grain exported 
exceeded the country’s capacity to bear them, These 
exports included the net expot of 6.5 billion jin in 1958, 
a 73.1 percent surge over 1/57, a net export of 9.48 
billion jin in 1959, a 45.9 percent increase over 1958, 
and 2.5 times again the amount exported in 57. When 
the discrepancy between the country's grain receipts and 
expenditures became very conspicuous in 1960, the 
originally set grain export plans were scaled down and 
delayed, but net exports for that year still amounted to 2 
billion jin. The export of so much grain during these 3 
years worsened the country’s grain difficulties. In large 
cities and important industnal and mining areas, in 
particular, granaries were depleted. The danger of run- 
ning out of supplies was omnipresent. The situation was 
extremely urgent. Consequently, at the end of 1960, the 
CPC Central Committee decided to import grain begin- 
ning in 1961. At a conference that the CPC Central 
Committee convened in Guangzhou on 20 March 1961, 
Li Xiannian said: “It has been decided to import 5 
million tons of grain this year, and next year another 3.5 
to 4 million tons will have to be imported. It appears that 
some imports will also be necessary during the year after 
that.” He also pointed out that grain imports during the 
next 2 years were mostly to “ease relations between the 
city and the countryside, and to peasant 
enthusiasm for production. These imports will slow the 
speed of construction of some industnes for a time; 
however, in long-range terms, the development of agri- 
culture will benefit the development of industry even 
more. This is consistent with the central government's 
policy of ‘readjustment, consolidation, filling out, and 
raising standards.’ At a conference on foreign trade 
convened in May of the same year, Chen Yun said: 
“Priorities in solving the domestic market supply 
problem are food first and clothing second. For food, the 
priority is grain first and non-staple foods second.” “The 
key to stabilizing markets is the importation of some 
grain... Bringing in grain is an important matter affecting 
the whole situation. Grain imports will make it possible 
to take less grain from the peasants. to calm the peasant’s 
feelings about production, and to increase peasant 
enthusiasm for production. By developing agricultural 
production for 2 or 3 years, the country’s market prob- 
lems can be solved." Obviously, the CPC Central Com- 
mittee’s decision to import large amounts of grain was 
not solely to remedy the grain shortage, but was also an 
integral part of the implementation of the eight character 
policy of “readjustment, consolidation, filling in, and 
raising standards” in the national economy. 


This major policy of the CPC Central Committee 
resulted in the founding of the Central Import Grain 
Receipt and Transportation Work Group. (Correspond- 
ing Organizations were also set up in all ports). This 
group worked together with departments concerned in 
active implementation of the policy. In February 1961, 
the first imported grain ship arrived at a Chinese port. 





ECONOMIC 51 


During this quarter, | billion jin of grain was imported. 
During the second quarter 3.3 billion jin was imported. 
The “rush transportation inland of 2.15 million tons (4.3 
billion jin) before 30 June 1961 for use at ‘crucial points’ 
avoided the danger of running out of grain supplies in 
Bejing, Tianjin, Shanghai, Liaoning, and major disaster 
areas.” 


Calculations show the importation of a total of 54.7 
billion jin of grain from the 1961 through 1965 grain 
years, an average of 10.94 billion jin per year, During 
this same period, a total of 12.7 billion jin of grain was 
ex , an average of 2.54 billion jin per year. After 

ing imports against exports, a net total of 42 
billion jin of grain was imported during this pernod, or 
8.4 billion jin per year. Imported grain was also used in 
many different ways during this period as well, During 
1961, all of it was used to remedy the deficit between 
domestic grain receipts and expenditures, in 1962. some 
was use to replenish the amount in storage, and in 1963 
and thereafter, it was mostly used to replenish grain in 


storage. 


The paring of exports and the increase in imports cased 
the conflict between supply and demand for grain, and 
assured supplies of grain for the people in cities and in 
industrial and mining areas as well as grain needed by 
industries and businesses; it also stabilized markets. li 
also played a very good role in reducing the amount of 
state requisition procurement of grain from communes 
and brigades, reduced the peasants’ burdens. assisted 
agricultural production, and advanced the revival of 


cash crops. 


V. Reform the Grain Management System To Enhance 
Centralized and Unified Control 


From 1953, when the monopoly purchase and sale policy 
for grain was instituted, until March 1958, China's grain 
management system was one of centralized and unified 
control. As a result of the victorious fulfillment of the 
First 5-Year Plan, the national economic sysiem was 
very good, and productivity developed fairly fast. In 
order to meet needs in the developing situation during 
the Second 5-Year Plan and help stir local enthusiasm. 
follow ing CPC Central Committee approval, the existing 
centralized and unified method used in controlling the 
grain management system was changed to “control of the 
differential between purchase and sales price, assigning 
responsibility for allocations.” By this was meant a 
system of level by level assignment of responsibility to 
balance allocations. This consisted primarily of the fol- 
lowing: (1) central government exercise of differential 
control over the requisition procurement of grain in all 
provinces, autonomous regions, and municipalities 
under direct central government jursdiction. meaning 
that all surpluses or shortages remaining after offsetting 
State set requisition procurement figures against sales 
figures were the responsibility of the local governments. 
the local governments being responsible for fulfilling set 
surplus amounts or shortages that did not go beyond set 
amounts. The central government centrally set the 
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storage plans and grain allocation 
a Te changes in the 
pee Se one ome Com 
zation in sy iy ae © & 
appropriate delegation of authority to governments 


which contained the provisions: (1) 
Revolving storage the country must be 
uniformly by the central government in order 
for the central ? eS 5 oe © 


a 


ment-set plan correspondingly reduce the 
amount of grain procurement. However. 
such reductions would not reduce central government- 
set differentials between purchase and sale prices, nor 
could they impair fulfillment of central government 
quotas (3) Should central government-set quotas be 
deemed too low. the amount of procurement might 
be suitably increased for use in increasing grain sales 
suitably However, the purchase of too much grain was 
not permitted Until the increased purchases of grain 
were in hand, sale’ positively could not be expanded. (4) 
If. as a result of the implementation of central govern 


ment plans. provinces, autonomous regions, and munic- 
ipalities under direct central government junsdiction 
bought too much or sold less grain than planned in any 





JPRS-CAR-89-108 
3} November 1989 


given year, 4 grain surplus resulting, unless the central 
government and the local government decided other- 
wise, the surplus grain reverted to the local government 
for distribution as it saw fit. 


The foregoing several regulations supplemented the 
sysiom for level-by-level assignment of lity, 
and the balancing of allocations. They were intended to 
respond to the grain shortage that was already beginning 
to appear at that time. 


A report from the State Council Finance and Trade 
Office to the CPC Central Committee in July 1962 
explained that the state had further reduced the requisi- 
tion procurement of grain from the peasants, that grain 
receipt and disbursement plans were tightly drawn, and 
that there was little grain in storage in the country so 
there was no room for maneuver. Given these circum. 
stances, only by changing the prevailing level-by-level 
assignment of lities to balance allocations, 
vy A central government authority to 
sell and allocate grain, the central —— 

irly and promptly making unified allocat nation- 
wide, was it possible to effectively control the amount of 
grain sales to cities and the countryside, and shorten the 
differential between the amount of grain that the state 
had to dispense being than the grain that could be 
obtained through tion procurement. This was also 
the only way to bring about a balance between receipts 
and disbursements of grain in accordance with state 
plan. In September of the same year, the CPC Central 
Committee issued “Decisions on Grain Work,” (abbre- 
viated to “The Decisions”), on the basis of a report 
the State Council Finance and Trade Office, and 
from discussion of the grain problem at an August 
Committee work conference. “The Decisions” provided 
that beginning in 1962. the prevailing level-by-level 
assignment of responsibility to balance allocations was 
to be changed in the further centralization and unifying 


control. The specific methods were as follows 


(1) Unified procurement: Grain procurement plans were 
to be uniformly set by the central government. Until 
such time as the central government decided on a 


wide grain requisition procurement plan, all jurisdic- 
tions would have to insure fulfillmen: If plans had to be 
readjusted because of changes in the year's harvest, 
central government approval was to be requested. The 
percentage of Province, autonomous region, and directly 
administered municipality discretionary grain levies 
were to be consistent with central government prescribed 
guidelines. Should other means be required to make up 
shortages in lean crop areas from surpluses in bumper 
crop areas, central government approval had io be 
sought. 
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(2) Unified sales. All annual grain marketing plans were 
to be uniformly set by the central government, Should 
provinces, autonomous regions, and municipalities 
under direct central government jurisdiction have to 
readjust these plans, central government approval was to 
be requested. Grain to be used for purposes 
was to be gradually made a part of ing plans. 


(3) Unified allocations: Once centralization and unifor- 
mity with level-by-level management was instituted, 
fulfillment of allocation plans would have to continue to 
be assured. Not only were state allocation plans to be 
fulfilled promptly and in the bed amounts, but 
also in the prescribed kinds of grain and at prescribed 
quality. Annual and quarterly in vince allocation 
) apidieng—y byt — gh— by the central 
government. Monthly allocation plans were to be 
decided th discussions between the Ministry of 
Grain and grain departments or bureaus in provinces, 
autonomous regions, and municipalities under direct 
central government jurisdiction. Insofar as possible, the 
reallocation of grain varieties among provinces was to be 
made a part of central government allocation plans. 
Reallocations outside plan were to be made only so long 
as nationwide unified allocation were 80 
that national allocation plans not be impaired. Ad 
hoc allocations also had to be reported and planned, the 
Ministry of Grain handling the matter. 


(4) Level-by-level control. So long as they insured fulfill- 
ment of requisition grain procurement and marketing 
plans and quotas for deliveries to the central government 
for the whole region, or insured that quotas for shipments 
into the whole area were not exceeded, all central govern- 
ment bureaus had authority to readjust the grain requisi- 
tion procurement, sales, and allocation quotas for all 
provinces, autonomous regions, and municipalities under 
direct central government jurisdiction in the region, 
reporting such readjustments to the central government for 
the record. All provinces, autonomous regions, and munic- 
ipalities under direct central government jurisdiction had 
the following authority with to grain: |) To accept 
central government mandate for unified management of 
grain in storage. 2) To administer and control surplus grain 
——? from excess procurement or reduced sales. 3) 
Unified management of revolving grain. The term 
revolving grain was used here to mean grain that peasants 
used in as grain varieties, and grain that 


peasants had to sell because they lacked moncy at the ume, 
only to buy it back later. The scope of revolving grain was 
not to be expanded. 4) Once annual marketing were 


decided, quarterly marketing plans were to be made by all 
provinces, autonomous regions, and municipalities under 
direct central government jurisdiction. Plans could be 
made with lower level jurisdictions while reporting to 
higher authority. However, when arranging plans with 
subordinate jurisdictions, it was to be made clear than 
should the central government so direct, they would have 
to be readjusted. 


When the central government mandated provinces, 
autonomous regions, and municipalities under direct 
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central government jurisdiction to exercise unified con- 
trol over grain in state provinces, autonomous 
regions, and m ties under direct central govern: 
ment jurisdiction had to insure central t 
to the grain for shipment at any time, Grain 
as hg tO provinces, autonomous 
municipalities direct central govern- 
ment jurisdiction, but that was under the unified control 


be set up. “The 4 provided that for con 
venience in figuring the requisition rement and 
allocation of grain, beginning in 1962 the grain plan year 


same, i.e., the = , which ran from | July 
current year to 30 June of the following years, was 
changed to the new grain year running from | April of 


the most needy places in order to insure the basic 
ee eee ee ee 
building of the socialist economy. 


VI. Establishing National and Social Grain Reserves 


During the period of hardship following the “Great Leap 
Forward,” people gained a more profound under- 
standing of the significance of grain reserves. At the 
National Conference of Finance and Trade Secretaries 
that the CPC Central Committee convened in February 
1960 to focus on the revolving grain stores and 
allocation difficulties, Li Xianman that all levels 
should put a little grain into storage. The conference of 
Finance and Trade Secretaries from | 6 provinces. auton- 
omous regions, and municipalities under direct central 
government jurisdiction, which the CPC Central Com- 
mittee convened in May 1960, discussed rural grain 
administration problems. Everyone agreed unanimously 
with the need to proceed with caution on grain distribu- 
LION, augmenting grain supplies in grain short areas and 
in lean years with grain supplies from bumper areas and 
in fat years for the gradual building of grain reserves. 
This strategic issue was to be given serious attention for 
conscientious solution. The goa! was for the state to have 
reserves and communes and basic accounting units to 
have reserves, a little grain being put by each year for a 
year-by-year increase in reserves. Acting in the spirit of 
the foregoing. a small quantity of reserve grain was 
established under direct Ministry of Grain control 
through allocations beginning in the first quarter of 
1961. All of it was located in the three large cities of 
Beijing, Tianjin, and Shanghai, and it could not be 








1 grain purchase 
each year, a certain amount of grain was 
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1962, clearly stated the following with to the 
establishment of commune and reserve grain. 
“Beginning with this year's autumn , the 


produc- 
tion brigades and commune members. the better to fulfill 
t quotas. Production teams 
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along grain techniques.” Acting in the itt of 
CPC _ Committee and the State Council 


1) A clear statement of who owns the grain and who may 
use it, no other units or individuals being allowed to 
transfer it indiscriminately or encroach upon it 


2) The state could not arbitrarily increase assigned 
procurement and requisition procurement quotas unre- 
alistically because production teams possessed reserve 
grain. and production teams positively could not stop 
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having economic difficulties, the state might only deduct 
for spoilage. collecting a little less for storage for the time 
being. 

8) Ways of moving out old collective reserve grain to 
make way for the storing of new grain included, first. 
advance issuance of a set portion to commune members 
as a grain ration, and. second. advance transfer to the 
state of reserve grain as a pari of the state requisition 
procurement quota. the reserve grain shortage then being 
made up with new rain following the harvest. 


Accompanying establishment of rural collective grain 
reserves should be encouragement to individual com- 
mune members to store their own surplus grain in a 
reserve, so that production teams accumulated reserves. 
and individual households had surplus grain. No one 














_ In accordance 
CPC Central Commitioe and the State Council, begin- 
ning in 1963, all jurisdictions throughout the country 
yn yy cape mel eed apn hy 
. conservation in the use _ sor in 
civilian ‘households. end for was ond cant 
famine to spur collective ‘ 


ducing remarkable accomplishments by going into com- 


munes and production brigades to provide instruction in 
grain storage techn to do a good job in safe storage. 
and to help production teams set up and improve grain 


t . When Minister of Grain Sha 
Oiantt [3097 0 78 6849) made a speech before the NPC 
on 3 January 1956, he reported on the status of produc- 
tion team establishment of collective grain reserves: He 
said: Representative surveys in |7 counties in 15 prov- 
inces and autonomous regions showed that 44 percent of 
all production teams in the 17 counties had grain 
reserves in 1963. This number increased to 64 percent 
following the autumn harvest in 1964, the amount of 
grain in storage more than doubling from 1963. The 
amount of reserve grain that the state stored for produc- 
tion teams also increased cach year. By 1965, reserve 
grain held in storage by grain depariments for produc- 
tion teams throughout the country totaled 4.57 billion 
jin, more than 1.5 times again as much as in 1964. In 
addition. numerous commune member houscholds also 
had surplus grain presenting a scene of “grain in hand 
banishing worry from the mind. the feet planted firmly 
on the ground, and the heart jubilant.” In 1962. many 
production teams in Jianping County in Liaoning Prov- 
eS eee increasing the 
amount year by year When this county cxaperienced a 
serious natural disaster in 1964 requiring more than 3 
millon jin of grain for use in the daily life of the people 
in the d area. the reserve grain provided the entire 
amount. the state not being asked for a single grain 


Section 3. Readjustment of Policy To Advance 
Agricultural Production 

1 Readjusiment of Grain Prices. Instituting Award Sales 
and Barter Purchase 


In order to promote the revival and development of 
grain production. encourage peasant enthusiasm for 
selling surplus grain to the state. and increase peasant 
imcome. the state took a series of forceful actions during 
this period. particularly afier 1960. In raising the 
monopoly purchase price of grain. the state instituted 


(1) Increase in monopoly purchase prices for grain. Prior 
10 1938. covers readjusiment in rope purchase 
areas, some 


prices and 
nds of grain However, for historical reasons and as a 


unfair situation continued in too low grain prices, and in 
between one area and another In order to 


parities 
lance and make more — grain prices 


ay at a hy ny re 008 The 


first time was in 1958, when monopoly 
valent of 3.1 
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second time was in 1960 when 


prices were increased by the 2 oe ae 
nat seven pay pron Fogo south 
China third time was in 196 

an average 25 } percent nationwide fourth time was 
in 1965 when monopoly 
increased in seven 
China, this time by the equivalent of 1.5 
monopoly purchase grain prices nationwide As a result 
of the foregoing four readjusiments, monopoly purchase 
_ a oom 45 percent higher in 1965 
t in 


wane Guay Paar fh prices rose three times 
between 1958 F081, cole ootacn comnsined constant. 
Following the price rive of 1961. a situation occurred in 


which the purchase was higher than the sale 

In order to correct this inversion between 

sale prices, the sale price of was 

The first time was in 1963 the rural 
price level 
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increased to the purchase price level. 
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the foregoing readjustments. monopoly sale 
were an average 9.6 percent higher in 1965 than in 1957 
be Ee price inversion problem was substantially 


(2) Institution of added price inducements in monopoly 
grain purchases In order to encourage peasant enthu- 
siasm to produce and sell grain to the state. in addition to 
the increases in monopoly purchase grain prices, added 
price inducements were instituted in 1960 and 1965. In 
October 1960, the CPC Central Committee decided to 
pay an additional 10 percent of the purchase price for 
excess purchases from production teams in different 
areas selling more than 100, 200, and 300 jin of com- 
modity grain (not including soybeans) per capita for the 
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faseece Sappetien Gapsusement, Ge venume of eae have to make a report to and seek approval from the 
increased This, plus the eacessive urban population = province, autonomous region, of municipality under 
increase Necere the tapping of grain in revoly Paneth CORED: QuNtERERERS SeRREIeED, SARIS 6 pee 
storage.” Thus, there was no choice bul to buy less INCE, AUlONOMOUS regions, OF Municipality under 
sell less, making this the year of smallest tions central government jurisdiction want to make a readjust: 
comer ph mph lene. edang A LY ment, it would have to request State Council approval 
Monopoly purchase and monopoly sales The regulations 
alew out that This is a temporary measure, both After all jurisdictions conscientiously investigated thor. 
One eee wae lnovente eaprepcenty Ge cue oF CHEERING ors Gotan. enpenenees in Os 
ure for a gradual increase in revolving storage — 9PIFH_ Of the Grain notice, they earnestly 
and reserves 0s grain ounpet ineresess.” At work  slved the problem of both purchases from and sales to 
conference that the CPC Central Committee convened — 4 Single production team the same year In 
in August 1962, Mao Zedong reiterated: “This year's ee a = ay hy 
grain plans call for somewhat emailer _ some. he 17.4 iia population in 1962. ted the 


a requisition procurement of 108 8 billion jin for 
the 4 year period 1958 through 196! for a W percent 


years 
247 percent Rural monopoly sales of grain stood 
24.86 billion jin in 1962, a 30.7 percent drop from the 
average requisition sales figure for the 4 years 
1958 and 196! Rural village grain retention averaged 
457 jin per capita. up 44 jin from 196! for o substantial 
correction of the errors of the previous several of 
high requisition procurement being followed by h 
reverec sales to peasants 


By way of further implementing the policy of “reduced 
and reduced sales.” in October 1963 the 

inisiry of Grain issued another notice calling on all 
jurisdictions “to take steps to effect a change in the 
situation in which the state both purchased grain from 
and sold grain to the same production team © were 
many reasons for wmultancous purchases from and sales 
to the same production team. some of them objectively 
necessary An craample was the state having to make 
seasonal adjusiments of adjustments in vaneties of 
grain. in other cases. policy msues and work problems 
were involved The situation was complicated and a 
substantial number of issues involved For this reason. in 
its circular notice the Ministry of Grain called upon all 
jurisdictions to “feel your way as you go.” Afier investi- 
gation and study. it first appointed several counties to 
run a pilot project to move ahead gradually rather than 
rush headlong into mass action The principles borne in 
mind were (1) Reduced purchases attendant upon 
reduced sales. the reduced amount of purchases should 
generally be less than the reduced amount of sales. (2) 
Assured fulfiliment of quotas from higher authority. of 
ho increase in inshipments. (3) Assuring fair supply to 
the non-agricultural population (4) Should a county 
want to readjust its purchase and sales plans. | would 


11) Removal of Restrictions on Country Fair Trade. 
instituting the and Sale of Grain at Negotiated 
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collective economy, arouse the enthusiasm of 
ants for production, and revive and develop 

production to enable improvement of the daily life of 
people in cities and the countryside, in “Decisions 
Grain Work,” which the CPC Central Commitice 
in September 1962. specific provisions applied to 

grain and the 

The main content 
these decisions were as follows: First was 
collective units and peasants fulfilled their requisit 
grain procurement quotas. they could exchange | 
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country fair grain trade. Second was that supply and 
marketing cooperatives could make purchases as appro- 
priate in light of the grain marketing situation in country 
fait markets, or they could go to production teams that 
had fulfilled their requisition purchase to buy 
typ Ay hy yy 4 Ay 
make barter purchases using 
the buying and selling of 
formally launched th 

fair grain market trade, which had been closed for many 
years, being freed from restrictions once again. 


In June 1963, afler dealings in grain and oil-bearing 
crops were transferred from supply and marketing coop- 
cratives to grain departments for unified ing and 
administration in accordance with the spirit of the CPC 
Central Committee and the State Council institution of 
unified jurisdiction over the administration of grain and 
oil-bearing crops both within and outside plan, oa 
in grain al negotiated prices and rural country fair t 

in grain and otl-bearing crops saw further von. 
The basic methods at that time were as follows: (1) 
Rural grain and oil-bearing crop markets, under the 
unified leadership of the local Country Fair Trade Con- 
trol Committee, were led and administered by grain 
departments. Production teams and individual com- 
mune members who had fulfilled their requisition pro- 
curement quotas were permitted to sell their own surplus 
grain and oil-bearing crops. Peasants, staff members and 
workers. and city and town residents who lacked grain 
and oi! could buy grain and oi! in markets for their own 
consumption. However, none of the “four workshops” 
that production teams operated could buy in markets, 
nor were public organs, groups, military units, schools, 
factories and mines. state-owned crop and livestock 
farms. and entreprenural units allowed to sell or buy in 
markets ' (2) Grain departments bought and sold grain 
and oil-bearing crops at negotiated prices in a flexible 
manner as the market situation and prices warranted. 
When large quantities were sent to market, prices were 
relatively low, business was slow, and supply was greater 
than demand. they purchased actively. When little was 
sent to markets. prices were relatively high, and business 
was brisk. mostly they organized the evening out of 
surpluses and shortages. doing no buying. When little 
was sent to market, prices were very high, and demand 
exceeded supply. they acted insofar as the amount of 
grain and edible oil in storage purchased at negotiated 
prices permitted to sell suttable amounts to depress 
prices. Additionally. after grain departments in all juris- 
dictions fulfilled their summer and autumn quotas. they 
could make direct contact with production teams having 
surplus grain to enter into discussions with them about 
purchasing it at negotiated prices. From 1963 through 
1965. they purchased a total of 11.3 billion and sold 9.4 
billhon yen of grain at negotiated prices. This played a 
very great role on solving the country's supply problems. 
helping the masses even out surpluses and shortages. 
arouse peasant enthusiasm for production, and promote 
the revival and development of production. 


Major Cash Crops,” which the CPC Central 
Committee issued in April 1961, provided that “CPC 
committees in all jurisdictions must insure that produc- 
tion brigades (or basic accounting units) that grow 
mostly major cash crops are able to cat a grain ration 
equal in amount to that of nearby us grain bri- 
gades.” Acting in the spirit of this Committee 
decision, the country dispensed a substantial amount of 
> 2 ae 2 © See & Coe cash 






































Crop Units Amouni of 
Award Sale 
Grain Vin) 
Cotton | Dan 4S 
Shelled Peanuts | Dan 20 
Sesame Seeds | Dan 20 
Flue Cured Tobacco | Dan 0 
Hemp | Dan Ww 
Silkworm Cocoons | Dan 20 
Applies | Ton 40 
Shelled Walnuts i Ton $00 





Because of the continuing very great difficulties in 
supply in 1962, the use of grain for award sales when 
purchasing cash crops and hogs was reduced in a change 
to award sales of chemical fertilizer. The specific system 
used was as follows: (1) Cotton: Hebei, Shanxi, Shan- 
dong. Henan and Shaanxi provinces as well as Beying 
maintained without change the grain and chemical fer- 
tilizer award sales standards of the previous year. Other 
provinces, autonomous regions, and municipalities 
under direct central government jurisdiction no longer 
offered award sales of grain. They the previous 
award sale of grain to an award sale of chemical fertil- 
izer, | jin of chemical fertilizer for | jin of grain. (2) 
Award sales of grain were halted for the purchase of 
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oil-bearing crops, various kinds of hemp, and sugar: 
bearing crops, award sales of chemical fertilizer taking 
their a (3) Different areas made award sales of grain 
and fertilizer for watermelons, (4) For purchases of live 
hogs for export and for domestic sales, and for purchases 
of pond fish, the livestock feed grain allowance standards 
of the previous year were maintained without change. (5) 
In to encourage the production of flue cured 
tobacco in key areas, increase procurement, and stabilize 
markets, award sales standards for fue-cured tobacco 
were increased, In Shandong. Henan and Anhui prov- 
inces, the award sale of grain was 100 jin of grain or MO 
jin of chemical fertilizer per dan of Nue cured tobacco. In 
other provinces in north China, it was 20 jin of grain or 
30 jin of chemical fertilizer per dan of fue cured 
tobacco. In south China provinces, the award sale was 50 
jin of chemical fertilizer per dan of flue cured tobacco. 
and no award sale of grain. (6) In order to encourage 
production of tussah silkworm cocoons, tea, and Chinese 
medicinal herbs to meet ex and domestic market 
needs, an award sale was of 70 jin of grain per dan 
of tussah silkworm cocoons purchased. For each dan of 
graded tea purchased, an award sale of 25 jin of grain 
and 125 jin of chemical fertilizer was made; for the kind 
of tea sold in border regions and ungraded tea, the award 
sale was 10 jin of grain and 40 jin of chemical fertilizer 
per dan of tea. There were 42 different award sales of 
grain for the purchase of different kinds of Chinese 
medicinal herbs ranging from a maximum of 150 jin toa 
minimum of 30 jin of grain per dan. 


By 1964, with the ever increasing improvement in indus- 
trial and —— Output, increase in industrial and 
agricultural products, steady improvement in the market 
situation, and steady increase in supplies of commod:- 
ties, the scale of award sales was decreased, and award 
sale standards decreased. Examples included the Chinese 
herb, wrinkled giant hyssop [Agastache a for 
which the award sale of grain decreased from 40 to 20 jin 
per dan; and Chinese yam [Rhizoma Dioscoreae] for 
which the award sale of grain decreased from 100 jin to 
50 jin. By 1965, State Council “Circular Notice on 1965 
Award Sales Standards for Procurement of Agricultural 
Products” provided for a further decrease in the varieties 
of products for which award sales were to be made in the 
spirit of continued decrease in the scale of award sales 
and a gradual decrease in award sales standards. In 1965. 
fresh eggs, fresh milk, and most flue cured tobacco were 
also withdrawn from the purview of award sales. the 
number of varieties of Chinese medicinal herbs for 
which award sales were offered was reduced to 33; and 
the varieties of materials offers in award sales for the 
purchase of agricultural products also declined furthe: 

In 1965, the materials used in making award sales were 
pretty much limited to cotton, gram. and chemical 
fertilizer, other materials were no longer listed as award 
sale commodities. 


When grain was in short supply. state use of award sales 
of grain when purchasing cash crops, hogs. and poultry 
played a role in giving impetus to the all around devel- 
opment of agricultural byproducts production, however, 
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with the revival and development of agricultural produc: 
tion, rural sales of cash crops, particularly hogs and 
poultry, increased more and more, so state award sales of 

ain also increased greatly, By 1965, such sales had 
ncreased (0 5.3 billion jin, more than three times again 
as much as the 1961 figure, the state's grain burden 
becoming heavier and heavier, This became a problem 
requiring diligent study for solution. 


V. Stablizing the Peasants’ Burdens by “Guaraniceing No 
Change For 3 Years” in Requisition Procurement Quotas 
for Grain 


Ever since 1955 the state had practiced a system of fixed 
output, fixed procurement, and fixed sales in grain 
requisition procurement quotas, and a policy of making 
up lean year and lean area harvests from bumper year 
and bumper area harvests for rural communes and 
bri . However, afler 1958, the high output estimates 
and high requisition procurement, which placed too 
great a burden on the peasants, and the fixing of requi- 
sition procurement quotas one year at a time, which 
resulted in peasants not knowing where they stood, were 
very disadvantageous to the arousal of peasant enthu- 
siasm for production. By 1965, gross grain output 
reached 389 billion jin, which was close to the 1957 level, 
for a gradual turn for the better in the grain situation. In 
order to stabilize the peasants’ burden, in October 1965 
the CPC Central Committee decided to institute the 
system of “guaranteeing no change for 3 years” in the 
requisition procurement of grain. This system provided 
that, beginning in 1965, production team requisition 
grain procurement quotas were to be stabilized. They 
were to be set once every 3 years, be guaranteed for 3 
years, and not changed further during the 3 years. This 
unchanging 3 year requisition procurement figure stabi- 
lized the requisition procurement base figures for grain 
for which peasants were responsible. The system also 
provided that when provinces, autonomous regions, and 
municipalities under direct central government jurisdic: 
tion handed down base figures for requisition procure- 
ment, they could increase them by a discretionary § to 10 
percent of the central government distribution base 
figures in order to be able tu augment procurement from 
lean harvest areas with additional procurement from 
bumper harvest areas. Even after reducing or waiving 
procurement in areas having a lean harvest because of 
natural disasters, it would thus be possible to fulfill 
overall central government requisition procurement 
plans. In order to insure increased fulfillment of state 
grain needs while simultaneously enabling a stabihzation 
of the peasants’ grain burden, the central authorities 
required the following: |) Adoption of a system of cacess 
oulpul, excess procurement, and cacess awards for 
bumper harvest arcas. increasing procurement suttably 
In actual implementation, the fat and lean situation in 
agriculture had to be taken into consideration, excess 
procurement being done in years of bumper harvests. in 
seasons of bumper harvests, and in areas of bumper 
harvests. The amount of excess procurement had to be 
controlled as well, not purchasing too much, so as to 
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prevent the need to make reverse sales following pro- 
curement, As production increased and peasants’ bur- 
dens were stabilized, the amount of grain sales in rural 
areas was to decrease gradually, 2) The burden of requi- 
sition procurement quotas had to be distributed fairly 
and equitably among one region and another, and among 
one commune or brigade and another, avoiding too light 
a burden at one time or in one place, and too heavy a 
burden at another time or another place, lively not 
purchasing too much grain, thereby changing the sense- 
less situation of both buying from and selling grain to a 
single production team. Gradually, the goal was attained 
of production teams having surplus grain, individual 
households having surplus grain, and grain being stored 
by civilian households for a suitable increase in the 
country’s grain reserves. 3) All jurisdictions were to set 
rain ration standards for individual production teams 
ollowing the principle of looking after the needs of the 
state, collectives, and individuals on the basis of the local 
level of production. When these standards could not be 
met, there was to be no state procurement. When output 
exceeded these standards, a suitable amount was to be 
procured. Low output production teams should have low 
grain ration standards, the grain ration standards for 
production teams having high output being somewhat 
higher. The maximum and minimum limits for grain 
ration standards were to be set by individual provinces, 
autonomous regions, and municipalities under direct 
central government jurisdiction. 


A fair and equitable grain burden was of major impor- 
tance in the correct handling of relations between the 
state and the peasants. Consequently, under the unified 
leadership of the CPC Central Committee, and in accor- 
dance with the Central Committee's system of “guaran- 
tecing no change for 3 years,” leading cadres personally 
went into action to arouse the masses, surveying and 
studying one production team after another to gain an 
understanding of the situation. They also organized the 
masses to conduct democratic discussion to appraise 
cxisting requisition procurement quotas, carrying out 
needed readjustments, and deciding base requisition 
grain procurement base figures under the system of 
“guarantecing no change for 3 years.” The general 
method used in making readjustments was to readjust 
both ends leaving the middle unchanged, meaning no 
change in the majority of production teams in which 
quotas were basically fair, making changes only when 
inequities IN requisition Procurement quotas between 
one production team and another were conspicuous. 
Readjustments were made to irrational situations of too 
light or too heavy procurement burdens, and too high or 
too low grain rations. After the readjustment of quotas, 
the grain ration level in production teams in which 
quotas had been increased was no lower than the average 
grain ration level at that time. As a result of the stabili- 
zation of the burden, when their production increased 
subsequently as a result of hard work. their grain ration 
level could be increased. Production teams whose quotas 
were reduced breathed a sigh of relief, and their confi- 
dence in being able to do a good job of production rose. 
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In the majority of production teams where no changes 
were made, zeal for e ng in production became 
higher and higher because they knew where they stood. 


As a result of mistakes made in the “Great Leap For- 
ward” and the ‘s commune campaigns, during the 
first 4 years of the 8 year period from 1958 through 1965, 
the most serious blunders were made in grain work since 
founding of the new China. During the second 4 years, 
when the national economy went through readjusiment, 
consolidation, filling out, and raising standards, a series 
of actions were taken in grain work, By 1965, agricultural 
output recovered from the upheaval of the “Great Leap 
Forward,” and people's economic life once was once 
again on a normal, healthy path. 


Chapter V. Grain Supply in the Midst of 
Turmoil (1966-1 

No sooner did readjustment of the national economy 
begin to show results than the “Great Cultural Revolu- 
tion” began in May 1966. The turmoil went on for 10 
years, the national economy sinking into chaos again 
with disastrous consequences. During this period, grain 
work was likewise seriously damaged, the grain situation 
changing from mitigation to aggravation of shortages. 
However, the fine tradition of the entire CPC in 
devoting attention to grain, the broad masses of peasants 
continuing to produce, and cadres, staff members and 
workers in grain businesses remaining at their posts 
limited, to a certain extent, the disturbance and the 
damage that the “Great Cultural Revolution” caused to 
grain work. Throughout the months and years of con- 
tinued turmoil, normal supplies of grain for various uses 
in society were substantially assured. 


Section |. Severe Effects of the “Cultural Revolution” 
on Grain Work 


1 Change from Mitigation to Ageravation of the Grain 
Shortage 


The “Great Cultural Revolution” caused “leftist” devi- 
ation to go to extremes, the political turmoil severely 
impacting on and disturbing grain work. 


During the first several years of the “Great Cultural 
Revolution,” because the “eight character” policy and 
attendant policies and measures for regulating the 
national economy of the previous period continued to 
play a role. In addition, large numbers of educated 
youths were mobilized to go up to the mountains and 
down to the countryside, and large numbers of cadres 
and city and town residents established homes in rural 
villages. As a result, the increase in city and town 
population slowed and even declined in some some cities 
for greater stability in various kinds of grain expendi- 
tures. Thus, it was still possible to balance domestic 
grain receipts and expenditures with a shght surplus. 
During the Third 5-Year Plan period from 1966 through 
1970, the national average requisition procurement of 
grain rose 11.5 percent over the “three year readjust- 
ment” period. Sales rose 3.2 percent at a speed of 
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increase lower than requisition procurement, In 4 out of 5 
years, the country showed a balance between grain my 
and expenditures with some surplus. The net surplus for 
the 5 years taken together was 7.6 billion jin, Although the 
grain situation during this period was somewhat better, the 
improvement covered some contradictions, principal of 
which was the unrealistically rigid demand for self- 
sufficiency in grain. A policy of “taking grain as the key 
link, and complete development was onesidedly carned 
out in agricultural production, The emphasis on grain put 
pressure on the growing of cash crops, the rural economy 


becoming more and more inflexible.” As a result, the 
balance between grain receipts and ecapenditures with 
some surplus was no r solid. The problem came out in 


the open in 1972. In only a single year during the period 
from 1971 through 1976 was there a surplus in the balance 
of the country’s grain receipts and expenditures (1974 
showed a surplus of 4.1 billion jin). There was a deficit in 
the other § years. After offsetting the surplus against the 
deficit, there was a net deficit of more than 20 billion jin 0 
grain. Not only did grain have to be imported for con 
sumption, but supplies in storage had to be tapped as we! 


In 1971, grain production prospects for the year y= 
nevertheless, the country was unable to achieve nee 
between receipts and expenditures of grain. In addition to 
importing some grain, an additional |.2 billion jin was 
taken out of storage. The political turmoil accentuated the 
anarchy in economic life. In addition, the apparent tem- 
porary stability in the grain situation during the first 
several years abetted blind optimism, resulting in a general 
swelling of capital construction, duplicatory construction, 
and mindless construction. This occasioned a sudden 
increase in the numbers of staff members and workers, 
with wage payments and grain sales going out of control. In 
early 1972, Zhou Enlai noted that the number of staff 
members and workers nationwide had broken the 50 
million mark, that expenditures for wages had broken the 
W billion yuan mark, and that grain sales had broken the 
80 billion jin mark. These three breaks occasioned a series 
of problems in all parts of the national economy. Uniess 
solved, mistakes would be made. Regrettably, the “alarm” 
that Zhou Enlai raised about the grain situation did not 
arouse the attention that it should have aroused in all 
quarters. 


The State Council's “Report on Grain Problems” to the 
CPC Central Committee of 24 November 1972 explained 
that “The main reasons for the ‘three breaks’ were the 
extended capital construction front, and too great an 
increase in the number of staff members and workers, the 
number of staff members and workers increasing to 9.83 
million during 1970 and 1971 alone, which was 5.09 
million more than plan. The 1972 labor plan called for | 
million, but this number was exceeded during the first half 
of that year. Unless effective actions were taken to correct 
this situation, by the end of the year, the number of staff 
members and workers might break the 55 million mark: 
the wage bill might reach 33.7 billion yuan. and grain sales 
might also break the 90 billion jin mark.” The actual 
situation was increased loss of control over grain sales 
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during the second hall of 1972 for an increasingly large gap 
between grain receipts and expenditures. Afier offsetting 
the country's grain receipts against eapenditures this year, 
the deficit reached 14.9 billion jin. Thereafler, the shortage 
of grain continued for many years as an accompaniment to 
the turmoil of the “Great Cultural Revolution.” 


The year after year grain deficit, and the decline in 
shipments from surplus grain producing areas meant an 
every increasing shortfall in grain allocations between 
one province and another, Grain shipments between 
provinces, autonomous regions, and municipalities 
under direct central government jurisdiction between 
1971 and 1976 declined an av 12.8 percent per year 
as compared with the Third 5-Year Plan period. The 
number of graim-short areas increased, places that had 
historically shipped grain such as Inner Mongolia, 
Guizhou, and my La a grain-deficit areas. In 
particular, Sichuan Province, which had formerly 
shipped substantial quantities of grain, changed from a 
-‘ain-surplus to a grain-deficit area. Zhejiang Province, 
snown as a south China land of plenty, also took 
deliveries of grain in 1976. Grain had to be imported in 
order to maintain balance in supplies for the large cities 
of Beijing, Tianjin, and Shanghai, and to assure supplies 
of soybeans to key areas. Some of the glutinous rice and 
mung beans needed in large cities also came from 
imports. Key national industrial production units that 
used grain as their primary raw material, such as the 
North China Pharmaceutical Plant, continued to have 
their needs supplied out of special state grain allocations. 


In order to get through the hardships of this period, there 
was no choice but to use grain from national grain reserves 
and from rural collectives’ reserves. In 1973, supplies of 
grain in revolving storage in many places were meager. 
making allocations extraordinarily difficult. In order to 
meet emergency needs, for 7 months following the begin- 
ning of the year, national reserves of grain were used. 
grain removed amounted to 26.58 percent of the original 
amount in storage. Only after the autumn harvest was it 
returned little by little. In order to increase rice exports 
outside of plan in order to import wheat that year, | billion 
jin of collective reserves of rice in Jiangsu Province were 
borrowed for central state allocation. Because of the insuf- 
ficient amount of corn in national storage, during 1973 
and the third quarter of 1974 in Liaoning Province alone, 
$41 million and 283 million jin respectively of corn was 
taken from collective reserves to regulate market supphes. 
The foregoing situations show that the national = 
receipts and expenditures situation was extremely difficult 
during the turmoil. 


11, Tumultuous Situation in Grain Distribution and Cir- 
culation 


Serious “leftist” deviation errors and fierce political 
turmoil caused protracted aggravation of the grain situ- 
ation, a tumultuous situation occurring in the fields of 
grain distribution and circulation. 
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(1) Grain procurement, The sharp conflict between grain 
production and demand, the strain between supply and 
demand, and state procurement of less grain than was 
needed for sales caused all jurisdictions to overempha- 
size the state's requirements when drawing up requis 
tion grain procurement plans. This resulted in some 
places repeating the mistake of procuring too much 
gram, thereby artificially enlarging the rural grain 
shortage Following spring planting in the following year, 
the state had to increase the amount of reverse sales to 
rural villages, or return to them the grain taken through 
requisition procurement. This meant a speed of increase 
in state supply of grain to the — population 
that was much, much higher than of increase in 
the supply of gram to the a population. 
During the Fourth 5-Year Plan period from 1971 
through 1975. for example, grain sales to the nonagricul- 
tural population nationwide averaged a 3.1 percent per 
year increase, while sales to the nonagricultural popula- 
tion increased by an averag: pereent per year, When 
grain sales were too great, «ven more grain had to be 
purchased the following year in a vicious circle. Take the 
situation in Sichuan Province, for example. When “left- 
ist’ deviation errors seriously interfered with the rural 
economy after 1971, grain production slowed. In order 
to insure the need for year-by-year increase in grain sales, 
maximum limits were exceeded in planning rural requi- 
sition grain procurement, thereby putting pressure on 
the peasants’ grain rations. During that year, after the 
Sichuan peasants handed over their requisition procure- 
ment grain, and deducted necessary collective withhold- 
ings. only slightly more than 300 jin per person of raw 
grain remained. Consequently, one-third of the grain 
taken in requisition procurement had to be resold to the 
rural villages in order for them to maintain reproduc- 
tion. More than half of the production teams both 
bought and sold grain, the peasants could not improve 
their livelihood, so their interest in production declined. 
In an 8 September 1975 letter to the State Council, Li 
Jingquan [2621 0064 3123) said: “Sichuan Province will 
have a bad harvest this year, reduced output is a fore- 
gone conclusion, and positively not an exaggeration. In 
order to safeguard this important grain base for the 
whole country. and protect the initiative of the masses, a 
cut in requisition procurement of between $00 million 
and | bilhon jin in Sichuan Province ts recommended. 
The gram ration in rural Sichuan is less than 400 jin per 
capita, and in 38 percent of production teams, it is less 
than 460 jin per capita. Any further reduction in the 
grain ration would be bad. It ts very difficult to forecast 
the amount of decline im output this year, because the 
gross output reported for last year was too large...unless 
attention 1s given at once, the mistakes of 1959 may very 
likely be repeated.” At that time. the State Council 


agreed to reduce Sichuan Province’s requisition procure- 
ment quota. Furthermore, | billion jin of grain was 
shipped into Sichuan in 1976, and another 250 million 
pin of grain was shipped in 1977. Sichuan Province. that 
land of plenty. ate grain from elsewhere once again as a 
result of the too high requisition procurement. 
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Another example occurred in Guizhou Province where 

pee ease 

6, resulting in widespread resale of grain to 

te During these 6 years, 50 percent, and 

Oued &S Gach & SD portant @ Ge ne Gee © eae 

in the province each year was sold back following 

—— ition procurement, In 1975, Xifeng Count “4 
province suffered a natural disaster, After it 


1} million jin requisit 
agricultural population elaauieaianal ration of iol 36 i 56 jin 
per capita. Between October of that year and 


of the following year, 10 million jin of grain, oF net 
percent of the requisition procurement quotas was resold 
to rural villages 


Controlled and manipulated by the Jiang Qing counter- 
revolutionary clique and its factional forces, and affected 
by the pernicious influence of the uliraleit trend of 


thought, some places and departments did not — 4 
ingly stud - analyze the —> that 
grain work. Al | poor fulfillment of t 


grain. A diddy that circulated the peasant masses 
in Gansu aan St 0 Gam 
doing things. lt went: “L 

in the fall and winter, +417 > 
and summer An additional price paid for excess pro- 
curement this year, and resale to provide relief next 


year.” 


Overprocurement of - not only wasted the man- 
power, material, and financial resources of the country, 
collectives, and the peasants, but also was bad for the 
arousal of peasant enthusiasm for production. It tired 
the people and drained the treasury. 


(2) Retention of grain in rural collectives. During this 
period, in addition to the grain retained as a ration for 
communes and production teams and as seed grain. 
additional amounts were withheld arbitrarily as live- 
stock feed grain for the use of the collective as a whole, 
grain used to feed laborers on public projects, and for 
so-called other collective uses. This both hurt fulfillment 
of state requisition procurement quotas and the distn- 
bution of commune members’ grain rations. This pro- 
duced an irrational situation in the distribution of grain 
whereby the proportional relations among the state. 
collectives. and the peasantry were “squeezed at both 
ends and enlarged in the middie.” This was particularly 
conspicuous in the case of the “other” uses. For example, 
a 12 June 1975 “Survey Report on Enforcement of 
Constant Grain Requisition Procurement Quotas for 5 
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Years in Quaian County,” which the Zhejiang Provincial 

Grain Bureau issued, said that quite a few production 

teams were withholding an ever increasing amount of 

— for “other” uses, a Commune in Quaian 
oun 


ty withheld 47 pe of ony shed “other” 
in this 


uses in 1947, F 

same commune wi <eld 109 jin of fn per capita for 

“other” uses. This meant a wi ng for “other” uses 
in four production teams of 17.6 percent of the gross 
t of grain, amounting to as much as 210 jin per 
a Statistics from the Grain Bureau of the Ministry 
—— showed a 7.2 percent increase in output of 
collectives nationwide in 1976 as compared 
oh 1973, and a 4.9 percent increase in state requisition 
fh procurement. ver, grain eaey col- 
ives for various purposes increased by a total of 21.6 
percent, more than half of which was an increase in 
withholdings for “other” uses. The amount of grain 
distributed as rations to commune members declined as 


a result of this. 


Yet another reason for the general increase in the 
amount of collective grain withholdings was that many 
prefectures, communes, and brigades falsely reported 
grain Output at that time. As a result, they had to list 
these false figures among “other” expenditures in their 
accounts in order to make them balance. This concealed 


the true grain situation, complicated grain work, and was 
disadvan to the country, collectives, and com- 
mune 


At this time, mindless direction was given in the capital 
construction of farmland in some places. “Secretary 
Zhang is coming. 80 dig it out; Secretary Li 1s coming, so 
fill it in.” This digging out and filling in wasted large 


quantities of iaber, added to commune and produc- 
tion brigade grain ration subsidies for compulsory 
peasant labor, This was another important reason for the 


expansion of withholdings for “other” uses of grain. 


Al the same time, a situation also occurred in which 
ion teams in some places did not withhold 
a collective reserve. A survey conducted in M 
District of Quxian County by = departments in 
Zhejiang Province during June 1975 when grain produc- 
tion was good and grain rations were at a high level 
showed the following: During 1973, 45.3 percent of 
production teams did not wit grain for reserves, 
and in 1974, 49 percent of production teams did not 
withhold grain for reserves. This was generally the case 
throughout the country during the years of turmoil when 
the amount of grain in collective reserves declined. 
Statistical data from the Grain Bureau of the Ministry of 
Commerce showed a 4.6 percent decline in 1976 as 
compared with 1973 in the amount of grain in rural 
collective reserves nationwide. 


(3) City and countryside grain sales. During this period, 
the state wanted to strictly control subjective desires in 
the sale of grain in rural villages. Actually, sales 
expanded steadily as a result of a very apathetic work 
pertormance. Not only was it necessary to resell to rural 
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Villages large Quantities of cacess procurement grain, it 
was also very difficult to control award sales of grain for 
the procurement of agricultural byproducts. Ata time of 
rural grain shortage, award sales of grain for the procure- 
ment of agricultural byproducts played a positive role in 
a nling peasants’ grain Consumption, in encour: 
ng the economic diversification of agricultural 
byproducts, and in insuring that businesses, supply and 
marketing cooperatives, and light indusines fulfilled 
their procurement quotas. In 1973, the State Council 
stipulated award sales of grain in the procurement of 68 
nt agricultural byproducts. In actual implementa- 
tion, however, various problems occurred. One was that 
because of the chain reaction, 1 became very diflicull to 
purchase various kinds of native agricultural specialty 
products without an award sale of grain. This led to some 
places and departments vying with each other to expand 
the scope of award sales, raising award sales standards. 
Data from 23 provinces, autonomous regions, and 
municipalities under direct central government jurisdic- 
tion for 1975 showed 136 different agricultural byprod- 
ucts for which grain sales were specified in various 
jurisdictions, not including those that foreign trade 
departments purchased specifically for export. This 
atly increased the country's grain expenditures. 
Second sine in for award sales was sold at the state 
. which was lower than either the state 
a oo. price or negotiated prices for grain. 
award sale grain came to be an added price subsidy for 
the procurement of agricultural byproducts. Conse- 
quently, in some places a chaotic situation came about in 
expenditures for award sale grain of resort to deception, 
and to illegally buying up grain for resale at a profit. 


In the supply of grain to cities, some places also arbi- 
trarily expanded the number of categories and the stan- 
dards for providing supplementary grain. Ministry of 
Commerce Grain u statistics showed 80 supple- 
mental grain categories at that time requiring the annual 
expenditure of an additional nearly |.7 billion jin of 
grain, which was 3.3 percent of the total amount of grain 
sold to the population receiving a fixed grain ration, or 
approximately 12 jin per person per year. Take 
——— for example, In 1976, more than | 20 million 
hin of supplemental grain was expanded on all categones 
for the city as a whole in 1976. This was 4.6 percent of 
the total amount sold as a grain ration for the whole city 
during the year, an 11 million jin increase over 1973, and 
a 32 million jin increase over 1965 before the advent of 
the “Great Cultural Revolution.” Figured in terms of the 
fixed grain ration for the population of the whole city. 

this reached 17 jin per capita per year. In connection 
with the proliferation of supplementary grain categories. 

the Shanghai Municipa! Grain Bureau found 75 catego- 
ries in a survey of the Zhabei District, 34 of which could 
be eliminated. The problem of too great a liberalization 
of supplementary grain existed in varying degrees every- 
where in the country, and resort to deception, fraudulent 
ap; ‘ications and claims, and misuse for personal benefit 
occurred. 
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There were also a considerable number of loopholes in 
the supply of grain to vegetable growing peasants. 
During the 1970's, an irrational increase occurred in the 
ranks of vegetable growers everywhere. The number of 
vegetable growing peasants to whom the state provided 
grain rations nationwide increased from 10.06 million in 
1973 to 12,62 million in 1977. This meant a drop from 
13.3 to 11.3 in the number of people in the non- 
agricultural population that a single vegetable growing 
peasant supplied with vegetables. In many places, the 
proportion was much lower than this. In Chongqing in 
Sichuan Province, for example, each vegetable growing 
peasant supplied only 6.5 people with vegetables; and in 
Heishan County in Liaoning Province, each vegetable 
growing peasant supplied only 4.9 people with vegeta- 
bles. Another example was Jieguanting and Hengxianhe 
communes in Lieyang County in nxi Province 
where there were 18 vegetable _— teams who annu- 
ally received |.1 million jin of grain from the state. In 
reality, these vegetable growing teams did not have a 
single vegetable growing peasant in them. Instead, some 
commune and brigade cadres misused their authority to 
violate policies, inserting rural relatives and friends from 
elsewhere into these vegetable growing teams, or they 
converted personnel from commune-operated enter- 
prises into “vegetable growing peasants.” They also 
colluded with factories and mining enterprises to place 
the rural relatives of staff members and workers in their 
firms, having them await call up for employment while 
serving as “bridges” or “transients” growing vegetables. 
As another example, Hongguang Production Brigade in 
Wang Zhai Communes located in Xiangfan City, Hubei 
Province established a v growing production 
teams of 711 people, all of whom were the families of 
staff members and workers in other villages. They lived 
with staff members and workers in factory and public 
Organization dormitories in the city, going to the Hong- 
guang Production Team once each month to get their 
grain ration coupons under the cesignation “households 
from outside the commune.” The state allotted the 
production brigade monopoly sale grain at the rate of 
400 jin per vegetable growing peasant per year, part of 
which the production brigade allocated to these “house- 
holds from outside the commune,” keeping the other 
part of it for the discretionary use of the brigade. 


During the “Great Cultural Revolution” period, despite 
the CPC Central Committee and the State Council 
issuance of orders on several occasions for rigorous 
control of grain sales and intensified grain management, 
some places and some departments went their own way. 
Thus, there were a substantial number of loopholes in 
the social distribution of grain, which made it difficult 
for the state to control grain sales. 


(4) Country fair trade and purchases and sales at negoti- 
ated prices. Guided by erroneous “leftist” deviation ide- 
ology. all possible means were used to limit, replace, or 
even eradicate the country fair market trade. Peasants who 
traded what they had for what they needed at country trade 
fairs were criticized as “capitalist roaders.”’ In some places, 
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peasanis who engaged in the plaiting of straw, bamboo, 
and rushes, gathered things growing in the wild, fished and 
hunted, or raised domestic livestock and fowl as household 
sideline occupations were termed “the tail of capitalism” 
and were chopped off. Private plots were termed “restora- 
tion land,” and peasant households were forced to make 
“three contributions” (private plots, land alongside their 
dwellings, and private orchards). This stifled the enthu- 
siasm of the broad masses of peasants to develop com- 
modity production, creating hardships for the rural 
— and financial hardships for the peasants’ liveli- 


The choking off of the grain markets and the closing of 
channels of circulation not only hurt the peasants, but the 
country also lost a supplementary channel for the purchase 
of commodity grain. As a result, state-owned grain busi- 
nesses’ efforts to purchase commodity grain al negotiated 
prices went from bad to work, shriveled up, and even came 
to a halt. During the Third 5-Year Plan, an average 1.07 
billion jin of grain was bought at commodity prices 
throughout the country every year, 71.6 percent less than 
during the “3 years of readjustment” period. During the 
Fifth 5-Year Plan, an average of only 800 million jin of 
= was purchased al negotiated prices annually, another 

5 percent decline from the average for the Third 5-Year 
Plan. Sales of grain at negotiated prices were also seriously 
curtailed under the guiding ideology. As a result, fewer and 
fewer negotiated sales were made, so they could not play a 
regulatory role in the peasants’ livelihood and in invigo- 
rating the market. During the Third 5-Year Plan, sales of 
commodity grain at negotiated prices averaged 2 billion jin 
each year, 36.5 percent less than the average during the “3 
years of readjustment” period. During the Fourth 5-Year 
Plan, grain sales at negotiated prices amounted to an 
average of only 720 million jin per year, for another 63.9 
percent decrease from the average during the Third 5-Year 
Plan period. 


11. Close Attention to Grain To Insure Supplies 


Despite the numerous difficulties attending grain planning 
during the “Great Cultural Revolution,” grain depart- 
ments at every level maintained their normal activities in 
the procurement, sale, and allocation of grain throughout. 
Each year they completed the purchase, sale, and alloca- 
tion of several hundred billion jin of grain, thereby 
insuring the allocation of grain supplies to cities, industrial 
and mining areas, capital construction sites, cash crop 
growing areas, and areas lacking grain because of natural 
disasters. During this tumultuous era, no major problems 
in running out of grain occurred, nor was the matter of 
prime importance of food for the broad masses of people 
adversely affected. This made a major contribution in 
stabilizing markets, calming people's fears, and assisting 
the building of production. 


Grain businesses were able to maintain normal activities 
during these tumultuous times because of the existence 
of positive factors and healthy forces that resisted inter- 
ference and damage. 
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(1) CPC and people's government leaders at all levels 
never relaxed control of ~z work. Following the 
founding of new China, the CPC Central Committee and 
Chairman Mao Zedong were extremely attentive to grain 
problems giving a series of major instructions on grain 
work. During the initial penod of the “Great Cultural 
Revolution,” Chairman Mao Zedong again noted the 
need for strict attention to grain. During the 10 years of 
turmoil, State Council Premier Zhou Enlai, and the 
deputy premier in charge of financial and economic 
work, Li Xiannian, devoted very great energy to elimi- 
nating interference, personally inquiring about grain 
work and the specifics of grain allocations and transfers 
nationwide. This played a major role in the implemen- 
tation of grain policies by leaders at all levels and cadres 
in grain departments, insuring the normal operation of 
the grain business mecha” sm, and maintenance of basic 
stability in the grain s ~ on. In the “power seizure” 
tempest that swept thr ur! che whole country, when the 
domestic political situ '.o was extremely chaotic, Zhou 
Enlai was extraordir worried lest grain problems 
occur that might ad\ —.y affect the entire economic 
situation. On 3 May 1% +, he personally met with ali the 
delegates to the summer grain and edible oil requisition 
procurement conference from 14 provinces, autonomous 
regions, and municipalities under direct central govern- 
ment jurisdiction whom he questioned closely about the 
fulfillment of grain requisition procurement quotas 
during the previous year, and summer grain crop pros- 
pects for the current year. Focusing on the so-called 
“revolutionary mass criticism” launched against grain 
departments, in which correct grain plans, policies, rules 
and regulations were violently criticized as the “capital- 
ist reactionary line,” or “revisionist things,” he delivered 
a severe criticism in which he opposed attacks on grain 
work by the ultraleft ideological trend at that time. 
Following this conference, Zhou Enlai remained on 
tenter hooks about grain work. In June of the same year, 
he had Li Xiannian convene another telephone confer- 
ence On summer grain and oil-bearing crop requisition 
procurement and distribution problems. On 28 October 
of the same year, despite the hectic pace of state affairs, 
Zhou Enlai again met with delegates attending the All- 
China Conference on Grain Work. He carefully ques- 
tioned them on grain production and procurement in 20 
provinces, autonomous regions, and municipalities 
under direct central government jurisdiction. He also 
personally examined and approved the annual grain 
procurement and marketing plan. 


During the first several years of the “Great Cultural 
Revolution,” at the behest of Zhou Enlai and Li Xian- 
nian, the State Council Finance and Trade Office orga- 
nized large numbers of grain work teams to go into key 
areas to direct and support grain departments in carrying 
out their normal activities in order to insure fulfillment 
according to plan of quotas for grain requisition procure- 
ment and movement into storage. 


During the 10 years of the “Great Cultural Revolution,” 
except in 1968, the State Council insisted on the con- 
vening each year of a nationwide conference on grain 
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work to hear reports from all provinces, autonomous 
regions, and municipalities under direct central govern- 
ment jurisdiction on grain work, to collect data on the 
status of grain production, to discuss annual grain com- 
modity circulation plans, and to study ideas and mea- 
sures for solving relevant proble :: s. 


Such vigorous attention to grain work on the part of the 
CPC Central Committee and the State Council leaders 
was a major guaranice against the outbreak of disorders 
in the midst of the hectic grain situation. As Li Xiannian 
said on 21 October 1977 when meeting with delegates to 
the All-China Conference on Grain Work, and the Food 
Conference: “The grain problem is a large problem that 
words cannot describe. When Chairman Mao was alive, 
he said this repeatedly. He said it when monopoly 
purchase and sales of grain was instituted in 1953; he 
said it again in 1954 when we overbought several billion 
jin of grain; and he said it constantly afterward. He gave 
a senes of important instructions. When Premier Zhou 
was alive, he personally attended to grain work. During 
one period, Premier Zhou discussed grain problems 
directly with each province, inquiring about several tens 
of million jin of grain. The CPC Central Secretariat 
frequently discussed grain problems.” 


In addition whenever grain work came under attack or 
interference, party and government leaders in places that 
upheld principles came forward to do a lot of work. 
During a seminar on grain work in Guangdong Province 
on 29 November 1972, Guangdong Province CPC Com- 
mittee Secretary Zhao Ziyang addressed the matter of 
grain cadres who had come under attack and persecution 
because of adherence to principles. He said sternly, “In 
the past some = department cadres who suggested 
correct ideas suffered criticism, removal from their posi- 
tions, and assignment to labor in the countryside. We 
must take the initiative to solve this problem. inviting 
back those who have been sent to the countryside, and 
restoring those who were removed from their positions.” 
Furthermore, on the major gap between grain receipts 
and expenditures at that time, he hit the nail on the head 
when he said: “Why is it that 10 years of bumper 
harvests cannot make up for one year of poor harvest? 
This shows that blind optimism about agricultural prob- 
lems is entirely without foundation. The discovery of 
this year’s problem shows that the development of agri- 
culture and industry, and the building of agriculture and 
socialism are not commensurate with each other.” 


At a conference on hog raising and grain work in 
Guangdong Province on 31 October 1974, Zhao Ziyang 
spoke incisively about “left” deviation errors that had 
shown up in rural requisition grain procurement. He said 
that in some rural villages in Guangdong Province, too 
much grain had been purchased for several years run- 
ning. Actually, the increase in output was actually not 
that much, or even decreased output was said to be an 
increase in Output. Very great requisition procurement 
of grain concealed contradictions. 








66 ECONOMIC 


In @ situation of serious turmoil, the CPC Central 
Committee. the State Council, and local Party and 
government leaders at all levels chiminated interference, 
Hever relinquished sirict control over grain work, and 
maintained the normal activities of grain businesses. 


(2) The broad masses of peasants did not abandon pro- 
duction to “make revolution.” The peasants were 
workers in collectively owned economic units. They 
depended on themselves for food, and they depended on 
themselves for money. The peasants to engage in 
agricultural production, harvesting crops in order to 
receive remuneration from labor for investment in 
reproduction and to pay all their daily living expenses. 
This was particularly true of the older jon of 
peasants, who had experienced the bitter life of the old 
society When they eaperienced the bitterness of the 
serious grain hardships of 1959 through 1961. they knew 
well ae ae ESS ee ay Se sp ae PP 
given up ightly During the 10 years of turmoil, the 
“class rote” penetrated into the field of agricultural 
production in some places For example. the peasants 
came under criticism for “burying their heads in 
farming. never raising their heads to look at the political 
line.” and some people even said that “cating is impor- 
tant, but the political line 1s more importa’. “ or thal “so 
jong as the emphasis is on politics, even if one did not 
SS = = °F he would be considered a red 
ner pacesetier " Sc ne places also suggested, “better 
to be social grass than a capitalist seedling.“ So 
firm grip was taken on the “key” link of the 
struggle. “if one could not harvest grain, he could harvest 
rice straw, and if he could not harvest rice straw, he 
could harvest ideology.” and so on. However, the broad 
masses of peasants paid no attention to such “leftist” 
attacks and disturbances Insicad. they went on with 
production as usual. creating the material basis for good 
grain distribution During these 10 years. the whole 
country’s gross output of grain maintained fairly consis- 
tent increase During the Third 5-Year Plan, the coun- 
iry’s gross output of grain increased from 389 billion jin 
(raw grain, and the same applies hereimafter) in 1965 to 
479.9 billion jin in 1970 for an annual average 4.3 
percent increase. During the Fourth 5-Year Plan, the 
country’s grain output increased further, reaching a 
output of 569 billion jin in 1975 for an annual 3.5 
percent increase In additiwn. the application of large 
amounts of chemical fertilizer during this penod, and 
the increase in the capital construction of farmland and 
in degree of mechanization of agriculture were also 
important reasons for the sicady increase in the whole 
country’s gross output of grain. One can imagine that 
without the turmoil of the “Great Cultural Revolution” 
the country’s grain output would certainly have 
increased even more. and the sustained shortage of grain 
of the 1970's would never have occurred 


(3) Staff members and workers involved in supply: 
grain remained at their posts. The broad masses of sta 
members and workers involved in supplying grain had 
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profound personal eaperience in the paramount impor: 
tance of having food to eat that they earned the 
years of severe difficulties in 
rears of armel, they will y 
their positions well, maintaining the normal operation 
all the individual parts of the grain 
tion and shipment, storage, and supply pro- 
cows. When the noxious wind of “halt work to make 





revolution” surged —y in the carrying out of 
the so-called ‘great eaperi- 

ences,” when “armed st " occurred in some 
places.” and when major disasters struck in some 


places. the grassroots units in the grain business did their 

a Se oe + he 
; ion, UNS 

filling their duties and responsibilities to the 


The grassroots grain units’ work competition campaigns, 
ond ee provinnal. —- ae 


the people wholeheartedly 
Se 6S Se ae S ie Se oe 


Tt 


yet with 
siasm 

Thanks to the nurture and education of CPC Party 
organizations at all levels, nearly a million staff members 


and workers in grain businesses throughout the coun 
remained at their posts the months and years. 
working hard. This was a reason for the mainie- 
nance of the normal operation of grain businesses in the 
midst of turmoil. 


(4) Positive role of the policy of monopoly grain pur- 
chase and sales. After the state instituted monopoly grain 


3 


in cities and the countryside the monopoly 
grain purchase and sales policy. were long accus- 
tomed to by a control system for the purchase 


and sale of grain. Continued enforcement of the 
monopoly purchase and sales policy in the midst of the 
turmoil was an important underpinning for the planning 
of grain allocations in a unified way, and making com- 
plete arrangements. 


octien (8, Diate Aottane Puben He Gone Goa 
Problems During the 10 Years of Turmoil 
eye nae the conflict between 
production and demand for grain became ever sharper 
occasioning difficulties in distribution. Given the eco- 
nomic system and the political situation at that time. in 
order to case difficulties in grain distribution, ways 
a pe OF Soa a _ to 
intensify control over purchases. sales, and 
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transfers, and to increase grain imports by a suitable 
amount. The main actions taken at this time included 


the following: 


1. Raising Grain Prices To Safeguard the Peasants’ 
Economic Interests 


Back in 1965, before the beginning of the “Creat Cultural 
Revolution.” the state had a 5-year plan for price readjust: 
ments, On & June 1966, the State Council ratified and 
forwarded the National Price Commission's and the Min- 
istry of Grain’s “Report on Increasing Monopoly Grain 
Purchase and Sales Prices.” in which it was decided to 
raise the monopoly purchase price of grain when the new 
grain began to go to market that year, and to ust 
monopoly = sales prices at the same time, On 4 July 
1966. the State Council ratified and forwarded another 
National Price Commission and Ministry of Grain 
“Report on Subsidies to Staff Members and Workers 
Following an Increase in Grain Sales Prices.” in which it 
was to provide price subsidies to staff members 
and workers in view of the increase in grain prices in order 
to keep their livelihoods stable. 


With this comprehensive readjustment of grain prices. the 
monopoly purchase price of sia mayor grains. namely rice. 
wheat. corn, sorghum, millet. and soybeans increased from 
an average 9.24 yuan per 100 jin in 1965 to 10.82 yuan in 
1966 ina 17.1 percent increase. This increase in monopoly 
purchase prices also further narrowed the price gap 
between one area and another The principle used in 
arriving at the price increase was as follows: Prices were 
raised somewhat more in places in which grain prices had 
been overly low to begin with. and somewhat less in places 
where grain prices had been overly high For example. in 
Hebei Province, where grain prices were high to n 
with, prices were increased 12.7 percent, in Being 
they were increased approximately 12 percent, which was 
lower than the average price rise for the country as a whole. 
In jilin Province, where grain prices were low to begin 
with. they were increased 28 percent. which was hi 

than the average for the country as a whole. The price 
differential between one province and another narrowed. 
Al the same time. the price differential between cities and 
the countryside was abolished In counties having a city 
and countryside differential price. the whole county had 
the same price following the price readjustment. In 
Jiangsu. Fujan. lengpl, Guenatone, Heilongjiang. Jilin. 
Sichuan. and Gansu provinces. and in the Ningxia-Hui 
Autonomous Region. a single price prevailed throughout 
most of the province or autonomous region. For some 
grain varieties such as long grained rice. a single price 
prevailed in virtually all the provinces of south China. and 
the price differential for other varictics was also very 
small. The difference between the maximum and min- 
imum price of wheat throughout the country was only 0.80 
yuan per 100 jin. The price of corn and sorghum was 
slightly lower in the three northeastern inces than 
south of the Great Wall, and the price differential among 


other provinces and autonomous regions was narrowed to 
only approximately | yuan per 100 jin 
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When monopoly grain purche. prices were raed, 
monopoly sale prices were fo.oed at the same time The 
principle used in setting sale prices was as follows Sale 
prices for raw grain (soybeans excepted) were increased 
commensurate with purchase prices in both cities and the 
countryside. The sale of wheat flour, husked rice. and 
wheal, as well as soybeans was raised somewhal in large 
and medium size cities to reflect purchase prices plus 
processing costs. In county markets. sale prices reflected 
purchase price plus processing costs Afier the increase in 
city grain sale prices, price subsidies were given to staf! 
members and workers along with their wages Thus grain 
sale price increases did not adversely affect the daily living 
expenses of staff members and workers 


The readjusiment of prices in order to stabilize market 
prices and insure stability in the people's livelihood 
required extreme care during the period of sustained 
turmoil. First, market prices were frozen, the readjustment 
of extremely inequitable commodity prices being carried 
out gradually only afier 1971. Therefore. following the 
1966 total readjustment of grain prices, no further read. 
jusiments were made for 12 years in the prices of the 
principle grains, namely rice, wheat. corn. sorghum. and 
millet until the 3d Plenary Session of the [lth Party 
Central Commitice in 1978. In 1971 and 1978. the pur- 
chase price of soybeans was raised 9 percent and 234 
percent respectively, and in 1972. in order to increase 
production of some miscellaneous grains for export and for 
domestic consumption, purchase prices of buckwheat. red 
beans, and mung beans were increased 17.4. 26.02. and 
23.6 percent respectively 


11. Institution of the “Four Coordinateds’ Management 
System for Strict Grain Control 


In 1972, grain output fell. and requisition procurement 
declined throughout the country. but sales increased 
substantially for lack of strict control. A large gap 
occurred between the country’s grain receipts and capen- 
ditures. The CPC Central Commitice and the State 
Council called for a tightening of financial and economn 
discipline, and strict control of grain in view of the 

of unhealthy tendencies including disper. 
sionism, deparimentalism, and every trade going its own 
way. On 10 December 1972, the CPC Central Com- 
mittee forwarded the State Council's “Report on Gram 
Problems,” which called for a highly centralized grain 
control system of coordinated requisition procurement 
coordinated sales, coordinated allocation. and coordi. 
nated storage (or four coordinateds. for short). meaning 
that the central authorities would coordinate the requi- 
sition procurement, sale. interprovince allocation. and 
storage of grain, all jurisdictions strictly carrying out the 
central authorities’ uniformly prescribed policies and 
plans, not doing as they pleased, and not sctiing up 
“small granaries.” Ai a time of extreme grain shortage 
when domestic grain receipts and expenditures could not 
be balanced, when it was necessary to rob Peter to pay 
Paul. and when allocation and transfer was extraordi- 
narily difficull, the institution of such a control policy 
played a positive role in fulfillment of statc requisition 
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grain procurement quotas, coordinated allocations and 
transfers, and in evening oul grain supplies between 
bumper harvest and crop failure areas, and surpluses and 
Sedanaphotunan enn aepandandiioeendicbenmens 

season and another, During the first year of the “four 
coordinateds.” i.e. 1973, - tpt situation took a turn 
for the better. t of grain requisition pro- 
curement plans for the country as a whole increased |4 7 
| tie bone oe and sales increased by 
| billion jin over ious year (a 500 million jin 
pag ft mh f —y Sg + 1.5 billion jin 
increase in rural areas) After ey expenditures 
against receipts, the domestic grat narrowed by 900 
millon jin in the +--+ — 


addition, advantage was taken of the favorable 
nity provided by the international 


ag 
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: 
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a =p pt ayy As of the end of 


during the previous year. The state was also storing 10.3 
billion jin of grain for production teams, 2.2 billion jin 
more than during the previous year. 


Nevertheless, the highly centralized grain control system 
heaped all the contradictions among grain procurement, 
sales. allocation. and = the central authorities 
for solution. Local au ies had little flexibility or 
authority to act on their a initiative. This made it 
difficult to stir the enthusiasm of the local authorities. 
When grain commodity circulation plans were drawn up 


central authorities to solve problems. 


iil Continued yy of the Policy of Rural 
Grain Requisition ( Base Figures Guaranteed 
To Remain Unchanged for Several Years, and Increased 
Awards for Excess Procurement 


The rural grain requisition procuremen 
teeing no change for 3 years,” which began in 
due to expire in 1967. During that period of serious 


turmoil when the “power seizure’ " tempest raged. condi 
tons did not exist for study and summanzation of how 
well “guaranteeing no for 3 years” had been 
implemented for for new measures for the 
readjustment of grain procurement policies 
Therefore the old methods remained in force from 1968 
through 1970. Thanks to the t performance of 

and government organs at all , and of the broad 


masses of staff members and workers engaged in grain 
supply work. the of “guaranteeing no change 
years” continued for 6 years with very good results. During 
this period, the country achieved balance with some sur- 
plus between its grain receipts and expenditures. 


—— a oe | and September 1970, the State Council 
All-China Work Conference on Agriculture 
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and Commerce, and in December of the same year, it 
convened a nationwide planning conference These two 
conferences studied experiences in “guaranteeing no 
change for } years” in grain requisition urement for 
further affirmation of the feasibility of this policy On the 
basis of the study of the situation thal the conferences 
provided, the CPC Central Committee solicited the views 
of all provinces, autonomous regions, and municipalities 
under direct central government jurisdiction, On 21 
August 1971, ii “Circular Notice on Continued 
Implementation of Requisition Grain Procurement 
Quotas ewe pag ey A Change for 5 Years,” (hereimat- 
ter abbreviated to ° Circular Notice”), which decided 
that from 1971 forward, a change would be made guaran- 
teeing no change for 5 years in requisition grain procure- 
ment base figures, “The Circular Notice” on the 
basis of the needs of socialist construction and 

ment of agricultural production that the requisition 
procurement base figure for the 1971 th 1975 
was to be adjusted from 72.6 billion jin to 76.55 billion jin. 
(in 1972, it was further readjusted to 75.5 billion jin.) 
When distribution quotas were passed to lower jurisdic: 
tions. all provinces, autonomous regions. and municipali- 
ties under direct central ment jurisdiction could 
increase the Central Committee's base requisition procure- 
ment res by a discretionary approximately 5 percent, 
the additional grain being used to make up for the reduc- 
tion or waiving of quotas for disaster-stricken areas, still 
being able to fulfill the central government plans. No 
jurisdiction below the provincial level was allowed to 
increase the figures level by level. “The Circular Notice” 
noted that when some communes and brigades had a 
substantial increase in output as a result of state invest- 
ment in the building of water conservancy projects, or 
should 11 be found that the requisition procurement quotas 
for a small number of communes and brigades were too 
light or too heavy, they could be revised as necessary 
through discussion. Readjustments of the peasants’ grain 
burden with the implementation of requisition procure- 
ment quotas guaranteed not to change for § years required 
that work be done with meticulous care for genuine 
attainment of concurrent concern for the interests of the 
state. collectives, and individuals. Increased grain output 
was to serve as a basis for appropriate increases in the 
amount of state requisition procurement for gradual 
increase in the reserves of collectives, and to improve the 
livelihood of commune members. Burdens were to be 
equitable, positively no overbuying of grain permitted. 
Except for evening out different varieties of grain, 
instances of resales of gru.n following procurement in the 
same accounting unit were to be avoided. Grain requisi- 
tion procurement quotas and monopoly sale standards 
were to be equitably set for major cash crop growing areas. 
firmly insuring that the grain ration standards for com- 
mune mem | in such areas were no less than in neigh- 
boring grain producing areas. “The Circular Notice” 
pointed out that in order to insure the building and 
increase of national reserves, an appropriate amount of 
excess grain procurement from communes and brigades in 
bumper harvest areas might be done following discussion 
and agreement in order to make up for crop failures in 
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some areas from | uinper harvests in others Added price 
inducements were to continue in effect ncens 
urement, the amount of the added price being no 
ist 


than ) percent of the monopoly purchase list price. 
In the process of ing out the a Sn 
no change for 5 years,” in view of the shortage of supply 


rural means of production, the state additionally ruled that 
when excess grain was purchased from the nis, one 
half of the award was to be in cash (i... one half of the 30 
percent additional price paid), and one half was to be the 
award sale of materials (principally chemical fertilizer). 
State excess grain procurement amounted to about 20 
billion jin 4 the central ment arranging for 
the shipment of approximately 10 billion jin. By way of 
encouraging greater shipments, the State Council offered 
all provinces. autonomous regions, and municipalities 
under direct central government jurisdiction award sales 
of chemical fertilizer for cacess grain procurement and 
grain shipments Specifically, all provinces, autonomous 
regions. and municipalities under direct central govern- 
ment jurisdiction received an award sale of 3 jin of 
chemical fertilizer for each 100 jin of excess procurement 
of trade grain, and an award sale of 3 jin of grain for each 
net shipment of 100 jin of trade grain. The specific 
standards for award of chemical fertilizer to rural 
production teams were to be decided on the of the 
actual situation by provinces. autonomous regions, and 
municipalities under direct central government jurisdic- 
tion. During 1975, when there was a domestic shortage of 
chemical fertilizer, another 
amount of chemical fertilizer _ Half was 
fertilizer, Chinese-produced motor vehicles ber 
tuted for the other half Regulations provided that | 
motor vehicles were the equivalent of 10,000 tons 
chemical fertilizer, During that year. award sales totaled 
600,000 tons of chemical fertilizer, and 5,000 motor 
vehicles (the motor vehicles being distributed to provinces. 
the provinces converting their value to chemical fertilizer 
for distribution to the peasants), When the chemical fer- 
tilizer distribution situation improved after 1975. award 
sales continued to be entirely chemical fertilizer. This 
awards system was warmly welcomed by local govern- 
ments and the broad masses of peasants. 


In the process of implementing the policy of guaran- 
teeing no change in grain requisition procurement base 
figures for several years, some jurisdictions stabilized the 
excess procurement amounts for the whole year of the 
province, prefectures, and counties (or municipalities) in 
order to insure excess procurement quotas outside of 
base figures. Figures were not stabilized below the 
county (or municipality) level, the counties carrying out 
excess procurement in communes, production brigades. 
and production teams having bumper harvests and a 
substantial amount of excess grain as the grain produc- 
tion in the current year warranted. In some jurisdictions, 
excess procurement grain quotas were basically stabi- 
lized level by level from the province to production 
teams for the entire year, the quotas being discussed in 
the spring. set in the summer, and readjusted in the fall. 
Unless special circumstances required otherwise, excess 
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09 
grain procurement quotas were fulfilled according to the 
original plan, when there were substantial changes in the 

, were 
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rations, livestock feed, and seeds. jurisdiction 
lumped together cacess grain procurement and requis. 
tion procurement base ing them to coun- 
ties, communes, and ion in the institu. 


excess grain procurement | . 
curement” figures would be drawn up for the 
areas that had increased output. The increased price 
inducement for “further excess procurement’ was some- 
what more favorable than for excess procurement 


When cacess fh procurement prices were readjusted 
because they did not keep up with the rise in agricultural 
production costs, the setting of equitable grain procure- 
ment base figures, which remained for sev- 
eral years, and institution of an added price inducement 
policy for excess procurement that increased peasants’ 
economic benefits were of positive significance in 
os peasants to develop commodity grain pro- 
uction. 


1) Restructuring of Monopoly Grain Sales For Strict 
Control of Urban Population Grain Consumption 


Effective control over the volume of city and town grain 
sales hinged. to a considerable extent. on whether the 
speed of increase of the nonagricultural population could 
be controlled. For each increase in the nonagricultural 
population, the state had to provide $00 jin of trade 
grain to insure that person's grain ration needs and the 
need for grain used in nonstaple foods. Consequently, 
the State Council “Report on Grain Problems,” which 
the CPC Central Commitice forwarded in 1972, reso- 
lutely called for mgorous control of the non-agricultural 
population to control the amount of grain sales. This 
document provided that the enrollment of workeers 
should stop at once in areas and departments in which 
the number of newly added staff members and workers 
exceeded state plan. Those enrolled on the jurisdiction's 
Own initiative were to be retrenched with. Those 
who had moved into cities and towns unauthorizedly 
were to be mobilized for return. Temporary workers 
were to be made a part of state labor plans. Movement to 
cities and towns of the rural population was to be 
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rigorously controlled Household registration controls 
— lo be effectively intensified, and false reporting. oF 
fraudulent applications of claims for grain must 
ol ha ted Simultaneous with rigorous control of 
abnormal increase in the Nonagricullural population was 
the advocacy of planned parenthood. Staite Council 
“Cireular Notiwe on Further Good Work in Grain Pur- 
chases and Sales” of 21 January 1974 reiterated that 
cities and towns were to continue to do a good job in 
cutting back the number of staff members and workers. 
and in earns the potpenomens eometee. 
—=y }- who should be ring this 
provinces, quenemnan Gan —_ and municr 
Pas poh direct central government jurisdiction 
measures for controlling increase 
ap ype ion, thereby reducing the speed 
of increase of the city and town population During the 4 
a from 1973 through 1976, the city and town popu- 
ion receiving grain rations increased by approximately 
2 million cach year nationwide. more than a half decline 
from the 4 to 5 million each year of the 1971.1972 
period. During this time of conspicuous conflict between 
supply and demand for grain. control of the city and 
town population was very necessary Nevertheless. some 
Places committed errors in implementation During the 
“Great Cultural Revolution” period in particular. the 
movement to rural vi of many staff members and 
workers left a residue of numerous problems among the 
residents that very greatly increased the workload in 
subsequent implementation of policies 


Simultaneous with control of city population increose. 
both the CPC Central Committee and the State Council 
issued documents several times. and the Ministry 0! 
Commerce convened several conferences that empha. 
sized the restructuring of monopoly grain sales and 
curtailment of needless supply of grain. The following 
were the main tasks performed 


(1) Restructuring of the amount of city and town rations. 
ing the experiences of Luda in controlling grain 

is work included verification of the city and town 
population for whom rations were supplied. and the 
setting of ration standards for various kinds of labor. 
correcting the increase in ration standards that some 
places initiated, as well as the false reporting of popula- 
tion. and fraudulent applications and claims for grain. 
This was done to insure one grain ration for cach person. 
tp = ration standard on the basis of the kind of 
_ Each time such a restructuring and 

— v.. was done. definite results were achieved. 
Nevertheless. after a time. old problems reappeared. 
necessitating restructuring and reverification yet again. 
Formerly. the grain depariments in some cities invested 
very much manpower and spent considerable time cach 
year in this work. It became an onerous burden. in 1970, 
Luda City in Liaoning Province reformed control of the 
grain rations of staff members and workers in industrial 
and mining enterprises. instituting a “system of relying 
on the CPC committee in industrial and mining enter- 
prises, and relying on the masses of staff members and 





workers to control grain” This system worked like this: 
The grain rations of siafl members and workers were 
divided inte two portions. One portion was a basic 
ration (for example, 25 of WO jin of refined grain per 
person per month) The other portion was a supplemen- 
lary grain differential for the kind of labor performed 
(for example. the state-set fh ration standard for 
gy eee heavy physical was 55 jin, less the 
25 or JO pin baste grain ration leaving a supplementary 
he byt. of gran for the hid 

assigned the basic 


grain ration. rien hich ews fied yr 907 fn purchase 
pt es Dah le a meaynall ng So "‘amily for 
vert ge wip purrs 

grain differential for the Meds labor labor was 
under control of the indusinial of m enterprise. 
workshops or factory teams and groups in the enterprise 


issuing supplementary grain differential coupons to each 
nal Gonlier ond outs cath month on the basis of the 
actual kind of work performed When changes occurred 
in the kind of work performed. the enterprise prompt 
readjusted the amount of the nn oe a 
ferential for the kind of work ormed quota of 
supplementary differential grain for kinds of work per- 
formed that cach enterprise required was arrived at and 
verified by the grain depariment and the enterprise. the 
enterprise maintaining clove watch The 

differential grain quota for the kind of performed 
was set once cach year by the enterprise, the 
amount being slightly more than actual requirements In 
practice. this gave grass foots enterprises latitude in 
—— better enabling them to provide grain 
fairly on the basis of realities. 


In 1971, the Ministry of Commerce outlined the fore- 
going experiences in grain Management to grain depart- 
ments in all jurisdictions It attracted universal 
aliention of grain departments everywhere, with many 
areas beginning to try it out. In July 1974, the Ministry of 
Commerce convened a national conference to “promote 
the eapenences of Luda City in Controfling Grain, which 
fully affirmed this cxapenence and formally issued a 
document for its promotion everywhere.” “Circular 
report on Firm Attention to Current Gram Work,” 
which the State Council issued in 1977, and “Ratifica- 
tion and Forwarding of Ministry of Commerce Views on 
Control of Grain Sales.” which it issued in 1978, pro- 
posed continued promotion of Luda City’s experiences 
in grain control, Ministry of Commerce statistics 
yearend statistics for 1977 showed 63 percent of indus- 
trial and mining enterprises having 100 people or more 
in all provinces. autonomous regions, and municipalities 
under direct central government jurisdiction as having 
promoted Luda City’s cxapenences im grain control. 


Grain departments were guided by the need for sinctness 
and thoroughness in control at a time of grain shortage 
when they promoted the experiences of Luda City in 
grain control everywhere Over time. this action played a 
genuine role in stabilizing the level of city and town = 
rations. However. there were a lot of complaints 
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society in the Course of its promotion The main short 
comings were as follows Procedures were cumbersome, 


requiring Production units manpower, | the 
material work of ion units to the a fe 
of the masses stall members and workers. With 
improvement in the grain situation, state-owned grain 
businesses’ operating methods changed Grain units also 
no longer emphasized this caperience. and some places 
no longer promoted it at all, but rather reverted to their 
eS SEE © GS OS @ 6 Ga 


(2) Reductions not consistent with set grain allowances. 
curtaiiment of ¢ ttures for grain allowances. In 
order to control ively outlays tor grain allowances, 
the State Council ruled that various city and town grain 
allowances were to be figured per capita of the nonagr- 
cultural population, not to exceed 0.5 jin per person per 
month in principle. no further increase should 0. S jin not 
suffice Specific allowance purposes. standards. and con- 
trol methods were to be set by individual provinces. 
autonomous regions. and municipalities under direct 
central government jurisdiction. State was not to 
supply or provide grain allowances to personne! from 
rural commune-operated enterprises and part time 
industrial and agricultural personnel in county -operated 
enterprises, as well as various kinds of personnel 
employed in rural operating bodies funded by units 
concerned at all levels out of state operating funds. The 
Ministry of Commerce also called upon all jurisdictions 
repeatedly to rectify the large number of city and town 
categories covered by grain subsidies, the overly high 
subsidy standards. and chaotic management 


(3) Strict contro! of rural grain sales, restructuring the 
supply of grain to vegetable growing peasants. The State 
Counci! issued several instructions calling for strict 
attention to rural grain sales from the beginning of the 
year Monopoly sales norms were to be set production 
production team and household by household in 

grain communes and brigades instead of just let- 
ting matters slide During the seasons when rural villages 
have grain. the state should supply grain rations only to 
production teams lacking grain in areas growing mostly 
cash crops. to production teams specializing in the 
pe and to fishermen. salt workers and 
_ The state should also provide award sale grain 

for the purchase of agriculiural byproducts and grain 
subsidies to civilian laborers. No sales should be made to 
others. The State Council also took note of loopholes in 
the supply of grain rations to vegetable growing peasants. 
prescribing that the population in newly established 
vegetable growing production tcams must operate 
strictly in accordance with Public Security Burcau regu- 
lations pertaining to the movement of households. Grain 
supplies to vegetable growing production teams were to 
be determined on the basis of fulfillment of vegetable 
sales quotas. Acting under the unified leadership of the 
local party and government. and in response to State 
Council requirements. grain depariments in all jurisdic- 
tions regularly restructured rural monopoly sales. and 
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constantly coordinated with departments concerned to 
improve grain supply to vegetable growing production 
teams Sis exseniod a cotinmn ies taunting canmeatien 
and grain, ic. distributing grain rations to 
ae cen the basis of fulfillment of vegetable 
plans, thus insuring the basic grain rations of the 
sonieinaen members of vegetable growing households 
The implementation of these provisions achieved defi- 
Hite resulis in reducing the senseless amount of sales to 


rural villages 


(4) Advocacy of thrill and substitutions for grain used in 
industry. Thrifl and substitutions for grain used in 
industry began during the “4 years of hardship” dur 
the 1950's, when the conflict between supply a@ 
demand for grain was All jurvedictions 
made wide use of starch wild plants as a substitute 
for grain in the making of alcohol, alcoholic 

and for the sizing of yarn and cotton cloth in order to 
save grain a 10 years of turmoil, oe 
was scarce, all) ictions took firm grip once again on 
grain conservation and substitutions in the spirit of 
repeated instructions from the CPC Central Committee 
and the State Council so i = some places 
achieving remarkable results sample. Shangha 
industry saved an average of 22 million jin of grain 
annually from 1968 through 1972. the saving reaching 
more than 70 million jin in 1973. During the 6-year 


— from 1967 th 1972, Zhejiang Province used 
ld plant products 1 ing acorns, ji) [6855 
0474 7333), and Cherokee rose hips us Rosa 


laevigata) to make white spirits for a te an vot $00 
million jin of grain. Approximately 80 to 90 percent of 
the white spirits sold in Zhejrang at that time were made 
from things other than grain. However, a large amount of 
organization. mobilization. examination and study had 
to be done in order to save and substitute for grain; a lot 
of work had to be done in gathering. transporting and 
processing the substitutes, costs were high. and factory 
production procedures were complies. Therefore. as soon 
as the grain situation improved. these efforts were aban- 
doned in a hurry. 


|. Making Use of Grain Export To Meet the Needs of 
Import and To Acquire More Sources of Import Grain 


During the “Great Cultural Revolution” period, con- 
sumption of imported grain was criticized as “revision- 
sm.” Consequently, this was regarded as a forbidden 
zone. When a large gap occurred between receipts and 
expenditures of grain. instead of turning to the importa- 
tion of grain. the peasants’ grain burden was increased, 
and great cutbacks were made in the use of grain 
throughout society Inevitably this had an adverse effect 
on the enthusiasm of peasants for the production of 
grain, gave rise to social unrest, and intensified the 
tumult in economic life. | «amply did not work. How- 
ever. the country was having financial difficulties at that 
time Excessive use of foreign exchange to import grain 
was also bad for the overall national economy. At that 
time the State Council adopted a correct policy based on 
the principle of maintaining a balance between foreign 
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exchange receipts and eapenditures in the import and 
export of grain, both importing and eaporting to increase 
the amount of grain imports. This policy consisted of the 
export of high ign ae earning kinds of grain 
and importing kinds of grains being sold at low prices on 
the international market, thereby enabling more grain to 
be imported than exported while maintaining a basic 
balance in foreign exc receipts and expenditures. 
During the carly 1970's, the international market price 
of rice and pulses in great demand were fairly high The 
price of wheat was relatively low, and the of corn 
even lower Therefore, the i¢ sale of rice was cut 
back in a readjustment of the structure of the country’s 
grain reserves, and everything possible was done to 
assemble premium quality rae and certain miscella- 
neous pulses in t demand for caport, the foreign 
e\change earned being used to pay for wheat and corn 
imports. Use of this method of careful calculation and 
sirict budgeting acquired more import grain to get 
through the difficulties. This policy resulted in the 
importation of 51.442 billion jin of grain (6.74 billion jin 
of which was corn) between 1971 and 1976. Calculation 
of the average price of grain poms during these several 
years showed payment of $3.222 billion in foreign 
exchange * Grain exports amounted to 32.709 billion jin. 
Calculation of the average price of export grain for these 
several years showed the equivalent of $3.949 billion in 
foreign cachange After offsetting imports against 
exports, China imereased its supply of grain by 18.733 
billion jin, and also increased its ign exchange hold- 
ings by $727 million. Pressures inside the country to 
export rice to obtain foreign exchange increased the 
already existing conflict between supply and demand for 
different vaneties of grain. Nevertheless, this use of 
exports to support imports really produced excellent 
results at a time when the country was experiencing 
financial and material difficulties. 


In addition. grain departments organized and mobilized 
production teams to increase year by year the amount of 
grain that they turned over to state granaries for storage. 
the amount rising from 7.4 billion jin (raw grain) in 197) 
to 17.36 billhon jin (raw grain) in 1976. This amounted to 
the building of a new defense line of grain reserves that 
helped the country even out turnover. Ata time when the 
level of agricultural production was not high and con- 
sumption standards were low, the ability of state grana- 
ries to store so much of collective’s reserve grain 
reflected the fine tradition of the broad masses of peas- 
ants in the planned use of grain, economy in consump- 
tion, and storing grain against natural disasters. This was 
an extraordinarily praiseworthy matter that deserves to 
be commended. 


17. Establishment of a Rural Grain Keeper System for 
Greater Grain Control 


Rural villages were the foundation for grain work. Grain 
departments had to vigorously support agricultural pro- 
duction, do a good job of grain distribution, and assist in 
providing for the people's livelihood. The rural grain 
keepers that grain departments provided were workers 
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domme this work in the front line. In 1957, many places 
—— provide a number of grain keepers in rural 
Villages. Acting under leadership of grassroots-level 

rly and government organs, they went into the front 
ine of agricultural production to survey and study, to 
propagandize grain policies, and to gain an under: 
standing of rural production and living conditions, 
playing @ rather fine role in carrying oul grain purchase 
and sales policies, and in providing for the livelihood of 
the masses. In May 1966, the Ministry of Grain summa- 
rized work caperiences in this regard, proposing the 
establishment of the grain keeper sysiem in rural villages 
everywhere. This entailed providing a certain number of 
grain keepers to each commune (or township) as part of 
a system, without increasing the total number of per- 
sonnel on the grain system's table of organization, using 
cutbecks at the top to fill on at the grassroots level. This 
idea gained the approval of State Council! Deputy Pre- 
mier Li Xiannian at once. Thereafter, the system of 
establishing rural grain keepers was extended every. 
where throughout the country 


During the 10 years of turmoil, rural grain keepers in an 
overwhelming majority of places chiminated interfer. 
ence. surmounted all sorts of difficulties, discharged 
their duties well, and created numerous work exper 
ences. Thus, once the tumult came to an end, grain 
departments were able to marshal very quickly ther 
experiences in this regard. promulgating “Trial Regula 
tions for Rural Grain Keeper Work.” The “Trial Regu- 
lations” stipulated the duties of rural grain keepers ay 
follows: To educate and explain regularly relevant stave 
grain plans and policies to rural grassroots cadres and the 
peasant masses, to conduct surveys and and studies to 
gain a genuine understanding of the grain crop growing 
area and disaster situations in order to undersiand the 
grain output situation and the ultrmate implementation 
of policies, to help production teams do a good job of 
collective grain distribution and grain ration distribu. 
tion, and to consolidate and increase collective grain 
reserves in accordance with the principle of looking after 
the interests of the state. the collectives, and individuals, 
to make suggestions about current year grain requisition 
procurement quotas on the basis of the production 
situation for the consideration of leading organizations, 
to mobilize the peasant masses to dry and winnow the 
grain to be sold to the state. carrying forward the glorious 
tradition of selling good grain to the state: to keep 
thoroughly informed about grain production and needs 
in all kinds of grain-short production teams and disaster- 
stricken production teams, making recommendations to 
the s'.' about the planning of monopoly grain sale 
quotas, and to collect. compile and accumulate basic 
data regularly about rural grain production. retention. 
purchases, sales. and distribution 


Establishment of the rural grain keeper system formed a 
foundation for the attendant establishment of a rural 
grain data collection system that required that the more 
than 2.300 counties, municipalities and banners 
throughout the country annually forward “Cards on 
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Grain Production, Purchases, and Sales,” (abbreviated 
to “Cards”’), These cards were to be printed and distrib 
uted centrally by central government departments in 
charge, and were to be centrally collated and compiled. 
The main things the “Cards” covered were as follows: 
Basic rural circumstances, grain oulpul, requisition grain 
procurement, excess procurement, amount of grain pur 
chased at negotiated prices, amount of grain allocated 
and transferred, and amount of grain in the va Alter 
processing, the “Cards” from the more than 2,400 coun- 
lies. yo ey and banners could provide reliable 
data for different types of areas such as commodity 
grain-base counties, low output gramn-deficit counties, 
counties contributing different amounts of grain, and 
mayor cash crop growing counties, showing the status of 
their grain production, purchases, sales, and distribu- 
tion. This data provided important economic informa. 
tion for the use of planning, agricultural, and commercial 
departments in the formulation and readjustment of 
pertinent policies. 


Section HI. Grain Work During 2 \ears of Uncertainty 
1 Continuing Difficulties in Grain Distribution 


Victory im smashing the Jiang Qing counterrevolu- 
tionary clique in October 1976 rescued the CPC from 
dire peril, rescued the revolution, and enabled China to 
enter a new era of historical development. People of all 
nationalities throughout the country conducted all kinds 
of revolutionary and construction work with a feeling of 
jubilation. Nevertheless, difficulties in grain distribution 
continued at this time. From 1976 through 1978, the 
country's gross output of grain increased by an average 
2.4 percent annually, which was lower than the 3.5 
percent average annual increase during the Fourth 5- 
Year Plan. In per capita terms, grain output increased 6 
jin annually, 2 jin less than during the Fourth 5-Year 
Plan. During this period, state requisition grain procure- 
ment as a percentage of output declined year by year. 
from 20.3 percent in 1976 to 19.9 percent in 1977, to 
18.5 percent in 1978 for a three year 19.6 percent 
average. This was |.2 percent lower than the average for 
the Fourth 5-Year Plan period. Each member of the 
agricultural population provided an average of 96 jin of 
commodity grain per year to the state (requisition pro- 
curement minus resales to rural villages). This was | 1 jin 
less than during the Fourth 5-Year Plan period for a 10.3 
percent decline. Meanwhile, the volume of grain sales 
continued to climb, increasing from 98 billion jin to 106 
billion jin in an 8.2 percent increase. The imbalance 
between the country’s grain receipts and expenditures 
was becoming more serious. The state confronted a sea 
of difficulties in grain allocation and transfer. Seventeen 
of the country’s provinces, autonomous regions, and 
municipalities under direct central government jurtsdic- 
tion needed grain shipments averaging 14.1 bilhhon jin 
annually. This represented an increase by four in the 
number of provinces, autonomous regions, and munici- 
palities under direct central government jurisdiction 
needing shipments, and a 4 billion jin increase in the 
amount of grain shipped to them in comparison with the 
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Fourth 5-Year Hae py a poenenans and mee. 
omous repen an annual average of 6.6 billion 
jin of grain, This was four fewer provinces and autono- 
mous regions than during the Fourth 5-Year Plan, and 
2.7 billion jin less grain. Under these circumstances. 
there was no choice bul to continue to increase grain 
imports, During 1977 and 1978, 33.825 billion jin of 
grain was imported, and 7.246 billion jin of ~ 
exported for a net importation of 26.579 billion jin of 
grain, All of it was used to make up the continuing 
shortfall between domestic receipts and capenditures, 
which required the continued tapping of the country's 
reserve grain for steady depletion of the the amount of 


grain in storage. 


During this period the conflict between supply and 
demand for certain kinds of grain became sharp, coimn- 
ciding with a conflict between y and demand in the 
amount of grain. State supply in Meant that cities 
and towns, and industrial and mining areas generally had 
to eat whatever was produced, and cat whatever was 
allocated. In the supply of specific kinds of grain, state- 
owned grain businesses followed the principle of filling 
requirements insofar as capabilities permitted, doing all 
possible to insure that the residents of cities, and indus- 
trial and mining areas got a certain proportion of fine 
grain. After 1975, shipments of rice from the major 
paddy ng areas declined, falling from the previous 
approximately 6.5 billion jin per year to approximately § 
billion jin. This resulted in an extreme shortage of rice in 
some cities. In order to effect a balance between the 
domestic supply and demand for rice, in September 
1977 Beijing and Tianjin reduced from 30 to 20 percent 
the ion of rice supplied in the resident's grain 
ration, Shenghal which had always supplied nothing but 
rice as a ration, was also forced to supply 50 percent 
wheat flour to messhalls for staff members and workers 
in public agencies and enterprises. The city also mobi- 
lized the residents to buy wheat flour as 10 percent of 
their ration in order to conserve rice. For a time. most 
cities in north China were able to insure supply of rice 
only for special needs. No rice was supplied to residents, 
except on holidays when a special allowance was made. 
In major cities in south China where mostly nice was 
eaten such as Wuhan, Chongqing, Chengdu, Kunming. 
and Guiyang, a certain amount of wheat flour and corn 
was also provided as a substitute for the rice ration. Rice 
sales as a percentage of total grain sales nationwide fell 
from 49.6 percent in 1957 to 34.7 percent in 1977. 


The inability of state-owned grain businesses to supply 
sufficient nce resulted primanly from the low price of 
paddy, which resulted, in turn. in paddy producing area 
peasants decreasing the amount of rice sold to the state. 
Additionally, the state had to get hold of a certain 
amount of premium rice (mostly short grain rice) for 
export that it could exchange for imports of greater 
amounts of wheat and corn to make up for the country's 
shortfall between grain receipts and expenditures. This 
was the nub of the conflict between supply and demand 
for nice at that time. 
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During this period, the area planted to soybeans, gluti- 
nous fice, Mung beans, and red beans also decreased 
because of relatively low prices, causing a dechne in 
output The amount of state procurement declined even 
more causing & shortage of supply. In some large and 
nedium size cities, 1 was also sometimes difficult to 
insure supplies of the foregoing kinds of grain needed by 
food and nonstaple food industries. y had to be 
imported from the international market in order to meet 
urgent domestic market needs. 


in short, gran purchase and sales work during this 
period confronted both a conflict between the amount of 
supply and demand, and conflict between the supply and 
demand for different kinds of grain, which were overlap: 
ping and presented too many problems to cope with. 


i, Measures Taken for Close Attention to Grain Work 
and Control of Grain Sales 


Faced with a decline in grain purchases and a shortage of 
supply, the CPC Central Committee and the State 
Council issued documents emphasizing close attention 
to grain work and strict control of grain sales. On 5 
October 1977, the State Counci issued “Circular Notice 
on Close Attention to Current Grain Work,” (abbrevi- 
ated to “Circular Notice’), which reiterated the “need to 
bend all efforts to buy more grain while adhering to the 
principle of not overbuying. In the distribution of grain, 
the interests of the state, collectives and individuals are 
to be taken into consideration, areas increasing produc- 
tion being required to increase sales, sales in serious 
disaster areas being suitably reduced or waived. Produc- 
thon team withholdings of grain for other uses areto be 
predicated on making sure that state requisition procure- 
ment and excess procurement quotas are fulfilled, that 
sufficient seed grain and livestock feed grain 1s retained, 
and that the livehhood of commune members 1s pro- 
vided for, actions according with capabilities. Decep- 
thon, the withholding of excess portions, and indiscrim- 
inate withholdings and uses of grain are to be resolutely 
corrected. State-owned farms are to actively fulfill their 
state requisition quotas. The May 7 Cadre Schools and 
farms of official organizations, military units, enter- 
prises and institutions are to be sure to sell their surplus 
grain to the state.’ The “Circular Notice” also called for 
greater control over grain markets, rural grain markets 
being required to close entirely during the requisition 
procurement period. Should some provinces and auton- 
omous regions decide to open them following requisition 
procurement, they were to manage them closely and 
control them strictly. 


In October 1977, Li Xianmian made an incisive analysis 
of the reasons for the fall off in requisition procurement 
of grain. He said that the amount of grain withholdings 
by collectives had greatly increased in recent years, state 
requisition procurement decreased, and commune mem- 
bers’ rations also decreased. In 1973, collectives with- 
held 94 billon jin of grain, the amount reaching more 
than | 14 bilhon jin on 1976, an increase of more than 20 
bilhon jin. Withholdings of seed grain increased 4.2 
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billion jin, bul HO increase Occurred in the area sown, 
Withholdings for livestock feed increased 9.2 billion jin, 
- there was no meat to be found, Withholdings of grain 
or production team reserves were 400 million jin less in 
1976 than in 1973, Withholdings of grain for other 
purposes increased by 7.1 billion jin reaching 20 billion 
jin. More grain was needed for farmland capital con- 
struction. However, even 100 million laborers working 
for 3 months, each one receiving an additional | jin per 
day would require only 10 billion jin of grain. Where did 
the other 100 bilhon jin go”? Li Niannian continued, 
saying, “I think that squandering of grain, eating more, 
keeping more, and ‘cooperative’ deals wasted quite a bit 
of grain.” This was a major reason for the reduced 
requisition procurement of grain at that ime. Doing a 
good job in purchasing and sales work required doing a 
good job in rural grain distribution first. 


The “Circular Notice” called for “the need to resolutely 
curtail irrational grain sales. It will be necessary to 
continue to exercise greater control over labor and 
households, strictly control increases in the number of 
staff members and workers, and the non-agricultural 
population, take stock of the use of labor outside plan, 
cutback on the number of civilian laborers working on 
public projects year round, and mobilize city and town 
personne! lacking household registration to return to 
production in the countryside. It is necessary to restruc- 
ture monopoly grain sales, plugging loopholes.” “CGirain 
provided laborers on public projects is to be conscien- 
tiously inventoried, senseless projects canceled, and 
overly high standards for the issuance of such grain 
reduced. Active efforts are to be made to get industries to 
save grain or use grain substitutes. After the autumn 
grain harvest, rural sales must be reduced. No grain 
should be sold other than the amounts that national 
policy requires be supplied. The scope of award sales of 
grain for the purchase of agricultural byproducts ts not to 
be enlarged or standards raised. Additionally greater 
control should be exercised to prevent false reporting, 
and fraudulent applications and claims.” 


“Report on the National Grain Conference” (“The 
Report,” for short) from the Ministry of Commerce 
Leading Party Group to the CPC Central Committee 
and the State Council on 9 November 1977 called for 
“all departments to work with one heart and one mind 
under the unified leadership of CPC committees to give 
firm attention to grain.” “The Report” also said that 
“Many years of practice have shown that when when 
monopoly sales work ts relaxed a little, several billion jin 
of grain disappear. Only very. very close attention can 
save it.” The CPC Central Committee approved “The 
Report” from the Ministry of Commerce Leading Party 
Group, forwarding 1 to all jurisdictions for conscien- 
tious implementation on 18 November 1977. 


During this period, the Ministry of Public Security drew 
up “Regulations on the Handling of Household Trans- 
fers.’ (Regulations, for short) in view of the need fora 
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level of development of agricultural production com- 
mensurate with the increase in the city and town popu- 
lation, On 8 November 1977, the State Council ratified 
and forwarded these “Regulations” for enforcement in 
all jurisdictions. These “Regulations” had as their point 
of departure strict control of city and town population. 
They set forth the specific control principles for moving 
from rural areas to cities and towns, for converting from 
agricultural to nonagricultural status, and for moving 
from any city to Beying, Tianjin, or Shanghai, Neverthe- 
less, given the social atmosphere of the time, and a 
situation in which the Party spirit and Party discipline in 
the CPC had not yet made a fundamental turn for the 


better, they could not be properly enforced. Violations of 


the “Regulations,” allowing people to “enter cities from 
the countryside, and to change from an agricultural to a 
non-agricultural status” was not effectively halted.’ In 
some places, it continued very serous. 


Despite repeated instructions from the CPC Central 
Commitice and the State Council during this period that 
called upon all jurisdictions to control strictly) award 
sales of grain in the purchase of pe by products, 
not to expand the scope of award sales arbitrarily, and 
not to raise award sale standards; nevertheless, in 1978 
award sales of grain were still being made when pur- 
chasing 188 different kinds of agricultural byproducts, 
expenditures for award sales of grain never being 
brought under control. 


HL Reasons for No improvement in the Grain Situation 


Why was it that despite the end of the 10 years of 


turmoil, not only had the grain situation not improved, 
but rather that shortages continued. This was because the 
political and ideological turmoil that the “Great Cultural 
Revolution” created could not easily be eradicated 
within a short period of time. During this period, norms 
and struggle objectives set for the building of industrial 
production exceeded actual capabilities and were 
divorced from China's national circumstances. The cap- 
ital construction front was characterized by large size 
and speed, impetuousness in forging ahead. and a surge 
in the number of people employed. Additionally, many 
of the large numbers of educated youths who had been 
sent up to the mountains and down to the countryside. 
and the population that had been sent to the countryside 
from the cities for a variety of reasons during the 10 
years of turmoil returned to the cities following a change 
in policies, thereby causing a very rapid increase in the 
urban population. The nonagricultural population for 
whom the state provided rations increased by 6.37 
million during 1977 and 1978 for a corresponding 
increase in the amount of grain that the state provided. 
Consequently the state was extremely hard put during 
this 2 years to balance the country’s grain receipts and 
expenditures, and to even out grain surpluses and short- 
ages among provinces and cities. Even though the CPC 
Central Committee called upon all ,urisdictions to take a 
firm grip on grain, and even criticized failure to do so, 
results were miniscule. In addition, a substantial number 
of problems with grain policies and work were not 
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promptly solved, Examples were overly heavy requis 
ion grain procurement from rural villages in some 
places, requisition procurement prices for grain seemed 
low relative to procurement prices Of cash crops, a grain 
purchase and sale price inversion examted, commercial 
activity in grain was always stifled, and so on. In varying 
degrees, these reasons adversely affected improvement 
in the grain situation. 


bootnotes 


|. Excerpted trom the report trom comrades Tan 
Zhenlin (6223 7201 2651] and Liwo Luyan [1494 7627 
6056] titled “Major Events, Problems, and Suggestions 
about Agricultural Production and Rural People's Com- 
munes” approved and forwarded by the CPC Central 
Commitiee on 7 December 1958. 


2. Li Niaamian report to the CPC Central Committee 
and Mao Zedong on 30 July 1961 


3. The four workshops were oil workshops, flour work- 
shops, grinding workshops, and beancurd workshops 


4. The price of some of the imported grain was the FOB 
price that did not include the cost of transportation. 


§. When the rural population entered cities, their agri. 
cultural household registration was changed to city non- 
agricultural household registration 


Grain Payment Delinquency Analy zed 


40060747 a Revine JING/L RIBAO in Chinese 
IS Sep &8vpl 


[Article by Correspondent Sun Yong 1327 OS16: “Why 
Don't You Pay U's for the Grain You Eat” A Question 
Prompted by Delinquency in Payment tor Grain” ] 


[Text] The people regard tood as their heaven, but the 
number one problem concerning this heaven nowadays 
is delinquency in payment for grain. 


At a conference devoted to settlement of delinquent 
grain bills recently convened in Bering. a representative 
of a grain trade company referred to himself as a 
“aggrieved victim.” Within a short year, his firm incred- 
ibly had come to owe as much as 1.3 bilhon yuan in 
delinquent grain bills and thus had to take out large bank 
loans, make huge interest payments, and also fell behind 
on 800 millon yuan in tax payments. Jiang: by no 
means loaded with funds. 1s owed a full LOO million yuan 
by other provinces. And Jilin, traditionally known as a 
“big gram province,” has yet to be paid for 265 million 
yuan worth of grain shipped to other localities since the 
fourth quarter of last vear 


“Creditors” indignantly ask, “Why don't you pay us for 
the grain you eat.” 


Why, indeed”? The simplest answer rs “We're broke!” 


Indeed, grain payment delinquency 1s inseparably linked 
to the general backdrop of ight money. Nevertheless, 
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bank credit statistics show that gram loans have climbed 
year after year, In Sha i, Chona’s largest city, which 
also faces a pressing m with “eating,” grain loans 
comprise approximately 40 percent of all commercial 
credit, a ratio that is by no means high, According to 
other statistics for the period up through June of this 
year, loans extended to - enterprises have reached 
74.5 bilhon yuan nationally, With bank funds extremely 
light, we have done the best we can do to give priority to 
the funding needed for “eating.” 


Why does grain gobble up so much money’? Here, we 
cannot overlook the increased funding necessitated by 
improved harvests. Nevertheless, with our agriculture 
still largely dependent on heaven, it is impossible to 
accurately predict the size of this year's harvest, and to 
meet the food needs of 1.1 billion people, grain reserves 
are being increased, with levels in some cities reaching 
the equivalent of a year's sales. 


In money terms, stored grain represents a huge sum of 
funds. Even more serious, however, is the fact that, while 
grain procurement prices have risen in cach recent year, 
we have been unable to increase sales prices very much, 
and the state has had to cover the huge shortfall resulting 
from this price reversal. In Wuhan, Hubei, residents pay 
0.3 yuan for a kilogram of grain, whereas contract prices 
for paddy rice, plus various costs total at least 0.5 yuan a 
kilogram, so the state pays at least 0.2 yuan to subsidize 
the shortfall. Such subsidies are widespread and both 
take up more funds and increase price subsidies. Com- 
rades from commercial departments report that in 1988 
the state shelled out as much as 7 billion yuan to 
subsidize losses incurred in the grain trade. 


Can the state sustain this high level of subsidization? 
Statistics show that in 1988 the state spent 31.68 billion 
yuan on various price subsidies, for an average annual rise 
of 39.8 percent over the 1978 level of 1.11 billion yuan. 
This rise greatly exceeded the annual increase of 8.2 
percent in state revenues during the same period. Clearly, 
subsidies have become a great burden on the budget. Even 
more serious 1s the fact that declines in state enterprise 
carnings have reduced state revenues. During the first half 
of this year, profit remittance by industrial enterprises 
included in the state plan was down 4.284 billion yuan, or 
41.4 percent, from the same period last year. Revenue 
reduction directly affects the state's ability to render 
subsidies. Statistics show that the state delayed payment of 
as much as 5-plus billion yuan in grain subsidies during the 
first half of this year. This fact demonstrates that price 
subsidies have outstripped budgetary capacity, a situation 
that can no longer continue. 


It is easy to see that failure to resolve the problem of 
grain payment delinquency (and not just this problem) 
will certainly topple enterprises, banks, and ultimately 
even the state budget. 


How do we get out of this mess’ 


Cirain payment delinquency actually stems from a com- 
bination of contradictions. We stress that worthless 
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1OUs must not be used in grain procurement, yet, in fact, 
grain payment delinquency amounts to such practice in 
grain marketing operations. This involves the problems 
of grain procurement and sales prices, of fiscal respon: 
sibility contracting, and of the lack of coordination 
between bank and grain administrations. 


Under pressure from mounting grain-trade-loss subsi- 
dies, & provincial capital once tried to create a “grain 
procurement fund” by wiring that enterprise 
employees consuming com ity grain pay 186 yuan a 
year (which amount in reality was to be paid by 
employers on employees’ behalf), Though expecting to 
raise 120 million yuan, the city collected only 20 million. 
The reason for the shortfall was that some central 
enterprises refused to go along because, under the fiscal 
responsibility contract system, the program would have 
entailed a reduction in central revenues. 


Some people have suggested that, in the absence of 
change in urban grain ration sales prices, we must as 
quickly as possible undisguise grain subsidies and inst- 
tute one price for grain sales so as to reduce the subsidy 
burden and rationally plan grain reserves. 


Other people have proposed that we stop having both 
agricultural and industrial-commercial banks handle 
grain funds and instead assign one bank to manage grain 
loans as a separate item. 


I believe that there are a variety of ways with which to 
resolve the problem, none of which ts perfect. However, 
since grain 1s a unique commodity, special measures are 
required to deal with it. Grain payment delinquency will 
get worse if we fail fundamentally to resolve the 
problem. We must not limit our efforts to a single appeal 
for payment collection per year, and we must not allow 
entities to persist in their failure to pay for the grain they 
eal. 


Increased Barley Output Needed 
4006000 7d Beying JINGII CANKAO in Chinese 
28 Sep 89 p 2 


[Summary] Over the past 10 years, China's beer industry 
has rapidly developed. Estimated beer output in 1989 ts 
7,500,000 tons, which will require 1,500,000 tons of 
barley, by the year 2000 beer output is expected to reach 
10 milhon tons, which will require 2 milhon tons of 
barley. In the 1920's and 30's, the barley area in China 
was 100 million to 120 million mu, in the 1960's the 
barley area began to decline, and by the 1980's the barley 
area was 50 million mu. In 1989 the barley area is 
slightly over 30 million mu, which can provide only 
900,000 tons of quality barley to the beer industry. 
Barley output has declined because the state no longer 
included barley in grain procurement tasks beginning in 
1984, and abolished the award of fertilizer and diesel oil, 
thus peasant enthusiasm for production declined. Prices 
were irrational, a kilogram of barley was 0.20 yuan lower 
than wheat, so farmers planted wheat. To solve these 
problems, the barley area must be expanded, barley 
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should be planted on the 100 million mu of idle winter 
fields in the south and on the 200 million mu of saline 
and sandy areas in the north. Barley is an important 
industrial material, and should be included in grain 


procurement plans. 


Henan Grain Wholesale Center To Be Set Up 


OW 2610041989 Beying AINHUA in Enelish 
ISSS GMT 25 Oct &Y 


{Text} Zhengzhou, October 25 (XINHUA) —A central 
grain wholesale center will open in Zhengzhou City, 
capital of Henan Province, according to an ial of the 
provincial grain department. 


The opening of the center, the first of its kind in China, 
is an important step by the state in grain trading using 
market regulation under the guidance of the planned 
economy, the official said. 


The center will decide the class and quality of grain and 
open bargaining or bidding on the basis of equal compe- 
tition. Cereals not clarified by the center should not be 
sold. The delivery point of goods under negotiation must 
be declared. 


In the beginning, the center will only deal in wheat and 
include corn and soybean in the future. 


The center will also set limits on the size of purchases in 
order to prevent sharp price fluctuations and an imbal- 
ance in supply and demand between different areas in 
China and domination by big companies. Contracts that 
exceed the quantity limit will be invalid. 


Those who conduct business in the center must be 
approved by the Ministry of Commerce and have certif- 
icates issued by industrial and commercial departments. 
Traders at the center will include legal grain wholesale 
agents, farmers’ grain sale and purchasing cooperatives, 
and big grain processing enterprises. 


The center 1s scheduled to open by the end of this year. 


Henan Develops Device To Produce Bovine Serum 


OW 2610115689 Beyine XINHUA in Enelish 
0903 GMT 26 Oct &Y 


[Text] Zhengzhou, October 26 (XINHUA)}—A new 
device to produce bovine serum has just passed experts’ 
appraisal in Zhengzhou, capital of central China's Henan 
Province, according to the newspaper, HENAN DAILY. 


The 19 experts suggested that a bovine serum production 
center be set up in Henan, which has more oxen than any 
other region in China. 


The serum extracted from calves contains amino acids. 
minerals and trace elements. It has many uses in medi- 
cine and bioengineering, and 1s commonly used in the 
production of vaccines and raw materials for anticancer 


drugs. 


ECONOMIC ” 


Previously, all the quality bovine serum used in scien- 
tific research was imported. 


Hunan Procurement Funds Lncrease 
400600074 Changsha HUNAN RIBAO in Chinese 
3 Sep 89 p 2 


{Summary} As of 20 August, procurement funds from 
the agricultural bank system in Hunan Province 
exceeded 3 billion yuan, an increase of 188 million yuan 
over the amount assigned in the government plan. Agr- 
cultural banks have reduced loans for fixed assets, and 
83,560,000 yuan worth of commercial loans and loans 
for nonproductive purposes have been used to procure 
grain. In addition, agricultural banks have sent financial 
cadre to grain stations to ensure that grain funds are not 
used for any other purpose. 


Hunan Grain Procurement 
400600031 Changsha HUNAN RIBAO in Chinese 
23 Sep 89 pl 


[Summary] As of 15 September, Hunan Province had 
put 3.1 billon kilograms of contracted grain in storage, 
an increase of 550 millon kilograms over the same 
period in 1988, and fulfilled 93 percent of the task. In 
addition, Hunan procured 665 million kilograms of 
negotiated grain, an increase of 200 million kilograms 
over the same period in 1988. 


Shandong Cotton Procurement 


400600076 Beijing JINGJIT RIBAO in Chinese 
16 Oct 89 pl 


[Summary] As of 10 October, Shandong Province had 
procured 5,092,000 dan of ginned cotton. 


Qinghai Land Development 
400600070 Xining QINGHAT RIBAO in Chinese 
13 Sep 89 pl 


{Summary} Qinghai Province has invested 29,515,000 
yuan in 68 land development projects. According to 
preliminary statistics, 48,000 mu of newly developed 
land has been cultivated. 


Qinghai Grain, Oil Crop Procurement 
40060003¢ Xining QINGHAI RIBAO in Chinese 
23 Sep 89 pl 


[Summary] As of 15 September, Qinghai Province had 
procured 8.710.000 kilograms of grain. and 230.000 
kilograms of oil crops, a decline of 730,000 and 330,000 
kilograms respectively from the same period in 1988. 
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-YVield Cotton Techniques Applied in 


OW 191008 1889 Beying NINHUA in English 
0207 GMT 19 Oct &Y 


{Text} Urum@i, October 19 (XINHUA)—Agronomists 
have developed techniques to ensure high yields of 
cotton in the Xinjiang Uygur Autonomous Region. 


The outputs of upland cotton and island cotton have 
surpassed 750 kg and 1,875 kg per ha, tively, in the 
Tarim River Valley, according to the Chinese Cotton 
Society and the Xinjiang Cotton Society. 


After surveys made by the two societies in September 
and October this year, the experts announced that 13 ha 
of cotton fields in eight counties have reached the 
high-yield goal. The highest yield of upland cotton was 
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achieved in the Maigaiti reclamation area, with an 
average Output of 2,550 kg per ha. 


Located on the southern slopes of the Tianshan Range, 
the 19,800 sq km Tarim River Valley is China’s most 
important long-staple cotton producer. The local peas- 
ants of different nationalities have readjusted the struc- 
tures of agriculture and developed cotton production 
remarkably. 


Jiang Guozhu, a cotton expert from the Chinese 
Academy of Agricultural Sciences, said that with the 
increasing population and decreasing farmland, China's 
cotton production should stress increase of output. If the 
per-unit yield can be increased to that of the Maigaiti 
reclamation area, the national cotton output will double, 
even if the current cotton area remains the same. 
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NORTH REGION 
Shanxi Issues Provisional Regulations oa Public 
Order 


40050656 Taiyuan SHANXI RIBAO in Chinese 
16 Jul 89 pl 


[Article by SHANXI RIBAO correspondent Li Jianrong 
2621 1696 2837 and reporter Wang Jingping 3769 2529 
1627: “The Shanxi CPC Committee and the Provincial 
Government Convened a Cross-Province Telephone 
Conference on Implementing the Shanxi Provisional 
Regulations on Preserving Public Order’ During the 
Discussion Shanxi Party Deputy Secretary and Gov- 
ernor Wang Senhao 3769 2773 3185 Demanded That All 
Social Forces Be Mobilized To Preserve Social Order’’] 


[Text] On 15 July the Shanxi CPC Committee and the 
provincial government convened an afternoon telephone 
conference to discuss issues involved in implementing, 
provincewide, the Shanxi Provisional Regulations on 
Preserving Public Order. 


Bai Qingcai (4101 3237 2088), Standing Committee 
member and vice governor, chaired the meeting. Wang 
Senhao [3769 2773 3185], party deputy secretary and 
governor, addressed the conference, pointing out that the 
provincial government issued the Shanxi Provisional 
Regulations on Preserving Public Order on 26 June. 
These are administrative standards formed out of our 
experiences in crowd control over the past year, and as 
such they constitute Shanxi’s first provincially mandated 
rules on public security management. They promote 
intensification and long-term development in crowd 
contro! efforts in Shanxi and act as a strong guarantee 
that they will be standardized and systematized. This 
move is an important measure both in terms of eco- 
nomic and legal construction and in terms of achieving 
long-term public order in Shanxi. 


During this discussion Governor Wang demanded the 
following things: |) We must enhance propaganda and 
education to improve understanding of public security 
issues and establish in everyone a vivid consciousness of 
individual responsibility for safeguarding social order. 
We must see to it that society as a whole develops the 
healthy trend of socialist advocacy and strikes back 
against every kind of unlawful, criminal activity. 2) We 
must mobilize all social forces to ensure public order. 
When assessing party and government leadership, sec- 
tors concerned with organization and human affairs 
must make the success or failure of public security 
measures a major factor in that assessment. As they 
augment their efforts on behalf of social order, public 
security organs must do their best to provide advice and 
assistance, coordinate, supervise, and urge co:apliance: 
organize leadership roles, and set an example. 3) We 
must constantly consolidate, replenish, expand. and 
improve our crowd-control contingent and make sure 
that leadership, organization, institutions, rewards, and 
efforts are all practicable. 4) To implement this public 
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security plan and achieve its goals, a minimum of 
one-third of all counties and districts in each prefecture 
and municipality, and one-third of all townships and 
residential neighborhoods in each county and district 
must have attained conformity with the standards out- 
lined in the Provisional Regulations by the end of 1989. 


Zhang Jianmin [1728 0256 3046], vice chairman of the 
Shanxi Provincial Party Congress, and Vice Governor 
Wu Dacai [0702 6671 2088), participated in the confer- 
ence. 


Shanxi People’s Congress Acts To Preserve Social 
Stability 


40050656b Taiyuan SHAN XI RIBAO in Chinese 
20 Jul 89 pi 


(Unattributed article: “The Standing Committee of the 
Shanxi Provincial People’s Congress Approves a Reso- 
lution on the Prevention of Turmoil and Preservation of 
Social Stability; (The Resolution Was Approved on 19 
July 1989, at the 10th Session of the Standing Com- 
mittee of the Seventh Shanxi Provincial People’s Con- 


gress)" 


[Text] The 10th Session of the Standing Committee of 
the Seventh Shanxi Provincial People’s Congress heard 
and considered a Report on the State of Turmoil Pre- 
vention and Public Security Preservation in the Capital 
of Shanxi, which was presented by Vice Governor Wu 
Dacai [0702 6671 2088] on behalf of the provincial 
people's government. The resolution was approved. The 
consensus at this session was that the turmoil and 
counterrevolutionary rebellion spread to Shanxi and 
gave rise to political turmoil in the capital city of 
Taiyuan. Under the leadership of the Shanxi Provincial 
CPC Committee, the Shanxi provincial people's govern- 
ment firmly endorsed the “26 April” editorial and con- 
scientiously carned out the instructions and commands 
of the CPC Central Committee and the State Council to 
take a firm, clear stand in curbing turmoil. It upheld the 
correct direction in public opinion and worked patiently 
and meticulously to ferret out and use prompt, legal 
measures to retaliate against bad elements who were 
stirring up trouble, and to smash the burners and looters. 
In addition, it supported the effort to simultaneously 
curb turmoil and promote economic growth, thus 
ensuring normal progress in agricultural and industrial 
production. Shanxi’s public security cadres and military 
police force are devoted to the people and offer them- 
selves unselfishly, and the vast masses of workers, peas- 
ants, and intellectuals throughout the province hold fast 
to their positions, take the interests of the whole into 
account, and demonstrate a high level of political con- 
sciousness. The quelling of counterrevolutionary distur- 
bances in Beijing had a calming effect on the situation in 
Taiyuan and throughout Shanxi. The Standing Com- 
mittee of the provincial People’s Congress expressed 
satisfaction and firm support for this action. 








four basic principles, in legal issues, and in the lessons of 


bitter struggle, while opposing bourgeois liberalization. 
We need to enhance political and legal work and 
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the power of the people's democratic dicta 
. We must also take firm control of every aspect 
of reform and the process of lifting economic restric: 
tions, continue the process of administrative reorgani- 
zation, stabilize commodity prices, and promote sus- 
tained, steady, coordinated economic development 
Beginning with leading bodies and leading cadres. we 
must work conscientiously to bring about honest and 
clean political development. We must clear away every 
kind of interference, resolutely eliminate corruption 
punish “official teering,” and, in particular, make a 
thorough in tion o—- in the coal, steel, 
construction materials, capital construction indus- 
tries: We must concentrate and make breakthroughs in 
the major and most critical cases. The major and most 
critical cases must be broadcast publicly We must 
report the real facts to the people. 
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KMT Poll Reveals Citizens’ Concerns 
WOND09IB Taipei TZULI WANPAO in Chinese 
16 Sep 89 po 


{By P’eng Wei 1756 1218) 


(Tent) A public opinion poll by the Taipe: municipal 
MT |[Kuomintang) headquariers on political views 
pertaining to the yearend election shows that almost 90 
percent of the citizens living in be are thoroughly fed 
up with having to confront day a number of 
problems such as those caused by , the environ. 
ment, and public order, and they look forward to 
improvements being made. In addition, more than $0 
percent of the men and women polled approve of gov- 
ernment action prohibiting the return to Taiwan of 
people involved with Taiwan independence. 


This survey points out to the KMT candidates in the 
yearend election that an im t basis for political 
views is the number of insulting conditions still existing 
in Taipe: which deeply disturb the residents. Since time 
is 100 short to obtain any improvement in the countless 
ms with which residents must cope each day, the 

MT is forced to resort to public opinion polls that 
reflect the underlying concerns of the people in general. 


According to the data, the that residents find 
most troubling are, in ty order, traffic jams, exces- 
sive housing costs, dec'ine in public order, environ- 
mental pollution, and excessive commodity prices. 
Another survey of hindrances to quality of life listed 
traffic jams, environmental pollution, decline in public 
order, price of commodities, and high housing costs—in 
that order. That traffic problems occupy first place in 
both surveys shows that city residents have almost 
reached the end of their endurance in putting up with 
these constant traffic problems. 


In addition, 50 percent of the men and women inter- 

viewed were guarded in their attitude about people 

involved in Taiwan independence and approved of the 

government action. for reasons of state security, prohib- 

a owe eS ee ae eS 
aiwan. 


Can Taiwan Outlaw Underground Investment 
Companies’? 

400607094 Hong Kong CHING-CHI TAO-PAO in 
Chinese No 29, 27 Jul 89 p 29 


{Article by Zhang Yi 4545 1837: “Can Taiwan Suppress 
Underground Investment Companies?” 


[Text] Taiwan's revised Bank Law has recently been 
approved by the Legislative Yuan in three readings. 
President Lee Teng-hui has signed and seenetaned Oe 
law on the 1 %h of this month, and it came into force on 
the 19th. The amended Bank Law will from now on be a 
basis for the suppression of illegal underground invest- 
ment companies. 


TAIWAN Hi 


povening (0 0 Time of Gusssshely Abundant Capital 


In the last few years, underground investment compa: 
nies have sprouted in Taiwan as mushrooms afler — = 


rain, Since the first one was established 7 years ago, their 
numbers have by now risen to 176, the number of their 
investors reached | 5 million, and the investments have 
reached New Taiwan (NT) $400 billion. 


The reason for this vigorous development of investment 
companies is mainly the rapid of Tarwan's 
economy in recent years since the 1980's, particularly in 
the last few years, and the excessive amount of floating 
capital in the hands of the public. lt is said that 
to the end of February of this year, floating capital on 
aiwan amounted to over N1T$4,200 billion (about 
HK$1,200 billion). On the other hand, however, there 
are insufficient investment outlets. Apart from large 
amounts of floating capital pouring into the share market 
and into the real estate market, it has nowhere to go. 
4 profiteeri vad greed onal while 

ty ng anda ts, whi 

ee Telwnn banking system itself offers only low interests 
for ts, 80 that underground investment companies 
are ey pte ty may pase neg 
high interest rates. We are told that their usual terms are 
that @ deposit of NT$1 50,000 will earn NT$5,000 to 
ae month, ic. interest as high as 40 percent per 
year. This kind of abundant yield is, of course, exciting 
news for the small investor, and this in turn has encour- 
es growth of underground investment companics. 
investment companies are registered under decep- 

tive signboards, for instance, under such facile designa- 
tions as trading corporations, travel agencies, and so on 


The investment companies of the 1980's 
are quite different from the nd money market 
of the past, or the earlier old-style Chinese private banks. 
called “qian zhuang.”’ The existence of the various kinds 
of traditional u banks of the past depended 
on a capital-shori situation, while the present under- 
ground investment companies have developed through a 
situation of excessively abundant capital funds. Because 
of this situation, underground investment companies go 
activities, using their huge capital funds to also start a 
variety of diversified operations, extending to such fields 
as handling shares, dealing in futures, in real estate. in 
beverages and foodstuffs, running department stores. 
investing in horse racing, and so on. In short, they zero in 
on poner that can yield a profit, and furthermore. 
even ex their activities outside Taiwan to overseas. 


Suppression Had Been ( ontinuows 


Taiwan's authorities have for a long time had the inten- 
tion of suppressing this line of business, which is now 
attracting more and more attention, bul invesiment 
companies are classified as a category somewhere 
between commercial enterprises and financial cnter- 
prises, and it appears as if current law provides no basis 
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to sifietly enforce their prohibition. The imvesiment 
companies were able to survive and flourish, while 
becoming the source of an inherent socioeconomn 


problem 


Recently, voices have again been raised for the prohibition 
of unde Ad invesiment companies A few days ago 
several KMT senators have noisily criticized the author: 
ties for remaining indifferent to the problem of the under: 
ground invesiment companies for such a long ime and for 
allowing i to become an inherent social problem. Scholars 
of the “National Development Seminar” have also 
expressed the opinion that the rampancy of Taiwan's 
underground invesiment company has become unbearable 
and constitutes a significant adverse influence on the 
normal development of the economy. Lee Teng-hui has 
also on occasions told the scholars of the “National Devel: 
opment Seminar’ that the occurrence of the underground 
invesiment company problem has a bearing on the deter: 
oration of Taiwan's moral fiber, Tarwan'’s minister of 
finance, Shirley Kuo has clearly expressed her opinion on 
how the problem of the underground investment compa. 
nies 6 to be dealt with. namely that the underground 
investment companies violate the provisions of the Bank 
Law. in that they illegally absorb floating capital funds. 
that the matier brooks no further indifference. and that 
their suppression has in fact never been interrupted. The 
supreme procurator’s office, the Bureau of Investigation. 
and the Ministry of Economic Affairs are equally engaged 
in these efforts at suppression 


Even though Taiwan authorities emphasize that suppres: 
sion of underground investment companies has been going 
on uninterruptedly, no effective measures are visible, and 
there can be absolutely no claims of success. There ts 
furthermore, much shifting and shirking of responsibility 
on the part of the executive branches of the government in 
this matter of illegal financial activities, which are allowed 
to go on unobstructed, a situation where even banks in 
which the authorities have controlling shares continue to 
grant loans to underground investment companies 


In fact, there are other reasons for the tardiness of the 
Taiwan authorities to take action against the invesiment 
companies. It is said that some of the investors in these 
investment companies arc important personalities of party 
and government. Over half of all military personnel. 
government employees, and teachers, in office and in 
retirement, as well as their family members support the 
companies, thal even so, :¢ senators openly serve in these 
companies, and that some shady middlemen are employed 
by the companies. If suppressive action were taken against 
them. this would cause a serious financial storm. because 
of all these broad ramifi: \tions. Pressure 1s being exercised 
by various interest groups. including certain represenia- 
tives of the will of the people, while many investing 
personalitics are linked with these underground invest. 
ment companies and threaten that they will take matters 
into their own hands, demonstrate in the streets, and 
furthermore create a powerful opposition against the 
ruling party in the next clection at the end of the year. All 
this 1s unavoidably heavy pressure on the authorities 
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However, there is the saying, “one ant hole may cause 
ihy collapse of a thousand-miletong dyke.” I no prompt 
acon is taken against the underground imvesiment 
companies, Hi may lead to Tightening consequences 
Taiwan's media also believe that strict suppression of the 
underground imvestment companies based on the Bank 
Law. as recently amended, would now already be an 
overdue action. bul something that has to be done now 
rather than never 


From “borcible Suppression” to “Legal 
b ncouragement™ 


One of the crucial ports 19 the present amendment of the 
Hank Law is without doubt the restraint on underground 
investment companies. but indications are that this 
restraint will not of a fervent nature, but will be very mild 
leaving some latitude to the underground investment com: 
panies and will open a legal sluice gate for them 


lt is reported that Prime Minister Li Huan [2621 2255), 
during an appomiment with someone in charge of finan- 
cial and economr affairs, gave orders that if the Min- 
istry of Justice will launch suppression of the under: 
ground investment companies, the Ministry of Finance 
and the Ministry of Economie Affairs must be cautious 
in their pronouncements, their wording must not be too 
provocative, and that they should also study the possi- 
bility of legalization. A responsible official of the Min- 
istry of Economic Aftairs has proposed three demands in 
case of legalization of the underground investment com- 
panies. These are: |) ther financial reports shall be open. 
2) their assets must exceed thei indebtedness, and 3) 
distributions shall be effected only if ther annual settle- 
ments show profits. The said official emphasized that if 
three demands cannot be fulfilled, especially if financial 
reports are not “clear” and “open,” 1 will not be possible 
10 get them legalized. Actually, 1 will hardly be possible 
for the underground investment companies to agree to 
these conditions. However. Tarwan's authorities intend 
to use lenrent Measures in order to put the local financial 
trade on the right track. and that thes will have beneficial 
eHlects on economic developments 


The change of attitude on the part of Tarwan authorities 
from one of “forcible suppression” to one of “legal 
encouragement will be taken as an encouragement by 
the underground investment companies. They believe 
that the attiude of the authorities toward underground 
investment companies has become much more enhght- 
ened than in the past. so that those in this trade will have 
some backing and rules to go by, and they are indeed 
making preparations to work energetically in the direc- 
tion pointed out by the authorities 


As to the question whether the Executive Yuan and the 
Ministries of Economic Affairs and Finance will decide to 
suppress the underground imvesiment companies, and 
whether the amended Bank Law will provide a basis for the 
suppression of underground imvesiment companies, 
people arc just waiting to see what will happen 
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Meddling in Hong Kong Affairs Criticized 
40050673 Hong Kone CHENG MING 
ICONTL NDING] in Chinese No 142, 1 Aug &9 p 


Ediiorial “River Water Is intruding on Well Water, 
hat Ils To Be Done’) 


{ Teat}] On the one hand, they shout that “well water must 
not intrude on river water [no encroachments of capi- 
talist ways on the socialism of China,” bul, on the other 
hand, they will allow “river water to intrude on well 
water.” This is how Chinese Communist action again 
displays its real arbitrariness and the fraud of the “one 
country, two systems” concept. 


When Jiang Zemin, secretary general of the CPC, met with 
An Teuechieh (1344 1311 0094) and others on 1) July, he 
said: “The saying has i that ‘well water must not intrude 
on river water’, | am not poing to introduce socialism in 
Hong Kong, Macao, and Taiwan, and you must also not 
bring any capitalist ideas into the interior of China.” While 
these words were still ringing in our ears, the RENMIN 
RIBAO published an article on 21 July, signed Ai Chung 
$337 0022), entitled “Wrecking the ‘One Country, Two 
ystems’ Concept Will Not Be Tolerated,” and to one's 
surprise, and utterly unreasonably, the article criticizes, 
though not by name, Li Chu-ming [2621 2691 6900) and 
Szu-tu Hua (0674 1778 5478), two fighters for democracy, 
and attacks by name the “Support Democracy Associa- 
tion” of Kong for supporting the democratic move- 
ment on the China mainland. This is really a case of “river 
water intruding on well water.” 


However, if people in Hong Kong support the democratic 
movement on the mainland. they act completely within the 
general principles of law. As to the rational side of the 
maticr, the democratic movement 1s beneficial for the 
democratization of the country and 1s helpful toward the 
country's economic, political, cultural, artistic, and educa- 
tional development. as 11 1s also greatly beneficial for Hong 
Kong's prospects. By rallying together in support of this 
movement. and by indignantly condemning the fascist 
outrage of crucliy murdering patriotic students and citi- 
zens, the Chinese of Hong Kong have displayed warm and 
sincere patriotism and a high sense of histoncal mission. 
As to the legal side of the matier. support of the democratic 
movement does not in the least contravene the laws of 
Hong Kong. which people in Hong Kong must observe. 
According to the laws of Hong Kong. the people of 
Kong are completely within their nights if they use 

means to demonstrate their support for the democratic 
movement on the mainland Thus. it 1s also absolutely 
legal to demand the ouster of Li Peng and to voice 
opposition to the dictatorship of the communisi party. All 
the more in conformity with general emotions, and equally 
nothing to be censured. 1s condemnation of the outrageous 
armed and bloody suppression of the people 


However. it 1s exactly the legitimatc. rational, and sympa- 
thetic patriotic action of the people of Hong Kong that has 


HONG KONG, MACAO Hs 


the Chinese Communist mouthpieces gnash ther teeth in 
—_ fly into a rage, and make unwarranted charges 
y? 


Because the Chinese Communist criteria of judgment for 
what is right and what is w are completely different 
i deankabinenentinabtneniinnn The people of Hong 
Kong consider the student movement and the democratn 
movement righteous causes, while the communist party 
views them as evil “disturbances” and “rebellion.” The 
viewpoints are so different because the people of Hong 
Kong live in a civilized free world, understand the value of 
a and fervently long for a democratic China, where 
a billion people may live in freedom and happiness, a China 
that will also ensure a free and democra, . Hong Kong after 
1997. The rulers of Communist China, however, like all 
feudal tyrants, cannot tolerate that the people under their 
rule enjoy democracy and freedom and have the might to 
engage in democratic movements, even though these rights 
are granted by the Constitution. 


Moreover, another reason is that the Chinese Commu: 
Hist Mouthpieces want to scare the people of Hong Kong 
First they want to threaten the fighters for democracy. 
with the intention of isolating the democratic forces on 
the mainland, and then they want to open up a breach for 
interference in Hong Kong affairs and for control of the 
people of Hong Kong even before 1997 


This interference by the Chinese Communists starts out 
from the viewpoint of an antidemocratic “socialiem” 
and feudalism. and 11 indicates that the Chinese Com- 
munists will not proceed according to Jiang Zemin’s 
speech, namely, that they “will not introduce socialiem 
in Hong K Macao, and Taiwan.” It is exactly the 
opposite: In the “storm over the book” affair, in their 
opposition to direct elections in 1988. in forcing on the 
things they don't want. in the question of the 
Law, and so forth, it has always been a matter of 
“socialist,” that is, feudalistic, interference in the capi 
talist politics and life of Hong Kong. it was indeed “river 
water intruding on well water 


The article in the RENMIN RIBAO, which 6 like a 
supporting beam. also nakedly displays the Chinese 
Communists’ wicked ambition of controlling Hong 
Kong even before 1997. The article refers to the prove 
sions of Articles 2! and 23 of the draft Basic Law (which 
is merely a draft) and wants the people of Hong Kong 
today (8 years before 1997) to conduct thew affairs 
according to law (the law of the draft Basic Law). which 
in many ways restricts the freedom of the peoplc of Hong 
Kong. This is absolutcly preposicrous' However, 
reveals the hidden evil intentions of the Chinese Com- 
munists and their utter lack of good faith’ 


Another particularly preposicrous statement is ‘Develop: 
meni of a prosperous capitalist Hong Kong 1s possible only 
under the large tree of the socjsalist People’s Republic of 
China.” This phrase must be interpreted only in the 
following way Since the people of Hong Kong have seen 
the great tree of socialism wither, and therefore persist in 
favoring capitalism and pursuing the capitalist way. there 
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